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Epiror’s Note: Dr. Engle was President of the Ameri- 
can Marketing Association during 1939; the paper that 
follows was his Presidential address delivered at the semi- 
annual meeting in Philadelphia. In addition to Appendix 
I, appended, Dr. Engle prepared summaries of Marketing 
Research projects conducted by university bureaus of 
business research and by business organizations. Readers 
may obtain copies of these summaries directly from him. 


HE TITLE of this address may be 
poten misleading. A word of 
explanation or of qualification is neces- 
sary in any event. I have attempted to 
examine the number of marketing re- 
search projects which has been initiated 
during the five years between 1935 and 
1939 and reported to THE JOURNAL OF 
MARKETING. It was my thought in sug- 
gesting a title that this study might 
reveal certain areas of under-cultivation 
as well as definite fields of concentration. 
What it does show I leave you to 
judge. I do not know how complete a 
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record of marketing research is covered 
in this sample. I do know that the edi- 
tors of this section, beginning with Mal- 
colm Taylor, and including Ferdinand 
Wheeler, Edward Lloyd, and Harold 
Stehman, have made diligent efforts 
to secure as complete coverage as 
possible. 

I undertook first to place on cards the 
basic facts about each research project 
listed in THE JOURNAL OF MARKETING 
and the National Marketing Review, 
which preceded it, for the five-year 
period beginning in 1935. After dupli- 
cate cards were eliminated, a total of 676 
separate marketing research projects 
remained. These projects form the basis 
of my study. I classified them by subject 
and cross-classified them by the type of 
agency or institution in which the re- 
search was conducted. 
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The subjects are grouped under 
twelve major categories, including 


I Consumer, Consumption, Income 
If Commodity Marketing 
III Channels of Distribution 
IV Costs of Distribution 
V Foreign Commerce 
VI Functions of Marketing 
VII Legislation and Marketing 
VIII Market Data—Trading Areas 
IX Marketing Research Technique 
X Personnel and Personnel Training 
XI Prices and Price Making 
XII Miscellaneous Studies 


Five types of agency groups were 
selected as follows: 
I Universities 
II Government agencies 
III] Cooperative or joint University- 
government 
IV Business 
V Foundations 


In this report I shall discuss two ques- 
tions: (1) who conducts marketing re- 
search, and (2) what types of projects 
are covered. I shall then examine briefly 
the detailed types of research projects 
reported by University Bureaus of Busi- 
ness Research and those reported by 
business agencies. The emphasis through- 
out is on the quantitative aspects, the 
number of projects, since a qualitative 
analysis would carry me far beyond the 
scope of a paper of this sort. 


Wuo Conpucts MARKETING 
RESEARCH? 


I shall first address myself to the ques- 
tion: who conducts marketing research? 
This study of 676 research projects in- 
dicates that the universities are by far 
the leading agency insofar as number 
of projects are concerned. Over half of 
the total, 348 projects, were conducted 
by individual university faculty mem- 
bers, and 34 more by university bureaus 
of business research. In other words, 


some 57 per cent of the projects were 
conducted wholly under the university 
banner. In addition, universities co- 
operated with government agencies on 
17 more projects. 

Government agencies ranked second 
on the numerical scale with 203 projects, 
about 30 per cent of the total, in ad- 
dition to the 17 cooperative projects. 
Business, with 71 projects, accounted 
for an additional 11 per cent of the total, 
while the foundations trailed with but 
three marketing research projects to 
their credit. 

These results are perhaps what might 
be expected in a new field. The applica- 
tion of scientific thinking to marketing 
problems should originate in the institu- 
tions of higher learning. The establish- 
ment of collegiate schools of business 
during the last quarter of a century gave 
impetus to the professionalizing of busi- 
ness. Teachers in this new field soon 
found it necessary to turn to research 
to develop the essential teaching ma- 
terials for a scientific study of business. 
Bureaus of business research were es- 
tablished in some universities to assist 
in this work. In short, the universities 
have had to pioneer in the field of busi- 
ness research as in the other social 
sciences, the natural sciences, and 
engineering. Techniques had to be dis- 
covered and perfected and the method- 
ology of research had to be established. 
This is a normal university function. 

It is not surprising to find that govern- 
ment agencies rank second in marketing 
research projects in process during the 
past five years. The government has had 
to face the fact that distribution prob- 
lems have become increasingly impor- 
tant in our economy and increasingly 
complex and difficult of solution. The 
N.R.A. dramatized distribution and its 
many problems. Government agencies 
have had to make decisions on market- 
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ing problems. They have been compelled 
to recognize more and more the need for 
marketing research. Keeping in mind 
that the projects included in this study 
date from 1935 or about the time that 
the N.R.A. came to an end, it is little 
wonder that government agencies have 
engaged in marketing research since that 
time. 

Again it is not surprising to find that 
business accounts for but I1 per cent 
of the marketing research projects re- 
ported during the past five years. Much 
marketing research is considered con- 
fidential and is therefore not included 
in this study. The percentage would no 
doubt be higher if all marketing research 
conducted by business had been re- 
ported. The study made last year by our 
association in cooperation with the Bu- 
reau of Foreign and Domestic Commerce 
of the Department of Commerce indi- 
cates the growing extent to which manu- 
facturers are turning to marketing 
research.! There are other reasons why 
marketing research projects, carried on 
by business may be limited. Marketing 
research is new and has had to prove 
itself. Moreover, much marketing re- 
search is costly, and therefore limited 
to the few larger businesses and adver- 
tising concerns or to business associa- 
tions which can afford it. 

What is surprising in this analysis is 
the very limited degree to which the 
foundations have engaged in marketing 
research. The three studies listed may 
not include all of the work being done by 
foundations. I do not know that report- 
ing by the foundations has been any less 
complete than by universities, but even 
assuming that it has, there appears to 
be ample opportunity for more research 
in marketing by the foundations. Here 


1 Marketing Research Activities of Manufacturers, 
Marketing Research Series #21, 1939, Bureau of Foreign 
and Domestic Commerce. 


may be one gap in the marketing re- 
search fence. 

Just a word on the number of agencies 
conducting marketing research and I 
will turn to the second question, what 
areas are being covered. Sixty uni- 
versities including 14 bureaus of business 
research contributed facilities or re- 
search personnel for marketing research 
activities. All sections of the nation are 
represented. Ten federal government 
agencies were engaged in marketing re- 
search projects, but two-thirds of the 
projects were done by Department of 
Commerce Bureaus, over half of the 
total by the Bureau of Foreign and 
Domestic Commerce. The business agen- 
cies, of which there were 29, included 
trade associations, magazine and news- 
paper publishing companies, private 
research bureaus and one large retail 
company. 


Wuat AREAS ARE COVERED? 


Commodity Marketing—Now let us 
look at the subjects which are covered 
by these 676 marketing research proj- 
ects. Studies of commodity marketing 
lead the field with a total of 162. The 
marketing of non-agricultural consumer 
goods, including grocery products, auto- 
motive products, electrical goods, tex- 
tiles, drugs and related items, accounted 
for 61 studies; industrial goods, 12 
studies; agricultural consumer items, 58 
studies; agricultural raw materials, 31 
studies. The fact that only three studies 
appear in the drug field would seem to 
indicate under-cultivation. Certainly 
three seem few when contrasted with 
16 and 17 in groceries and automotive 
products respectively, in view of the 
many problems which confront drug 
distributors. Another apparent gap lies 
in industrial marketing research in 
which only 12 studies are recorded, all 
by federal agencies. To be sure, the 31 
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studies of agricultural raw materials 
might be added to this list, but even so, 
the total falls far below that for other 
commodity studies. In view of the great 
and growing importance of industrial 
marketing, and especially when so much 
interest has attached to the admitted 
lag in recovery in the heavy goods in- 
dustries, it would seem that here too is 
a fertile field for marketing research 
workers. 

Marketing Functions—The study of 
marketing functions ranked second to 
that of commodity marketing as a field 
of inquiry with g1 studies so classified. 
Advertising led with 39 projects fol- 
lowed by 21 financing and credit studies, 
with 10 studies of transportation filling 
third place. There were 7 studies of 
selling, other than advertising, 5 of 
buying, 3 each of storage, standardiza- 
tion, and grading, and 2 of speculation 
and hedging. Only one general study of 
marketing functions was reported. 

These figures speak for themselves 
in indicating the areas wherein addi- 
tional research might be conducted. I 
hasten to add, parenthetically, and this 
is a generalization applying to the entire 
paper, that mere numbers of studies do 
not mean that additional research may 
not be needed in a particular field. The 
element of quality must also be con- 
sidered. This study, however, as indi- 
cated at the outset, is purely quanti- 
tative. Hence, I close my parenthesis 
with the thought that the existence of 
relatively few studies in an important 
field appears to be a reasonable index of 
a gap in marketing research. I leave to 
the specialist in particular fields the 
question of whether additional research 
may not also be needed in areas well 
supplied with studies, many of which 
may be qualitatively weak. 

Channels of Distribution—the study 
of channels of distribution was practi- 


cally as popular as that of functions, 90 
projects falling in this area. There were 
24 studies of agricultural marketing co- 
operatives; 17 studies of chain stores; 
16 studies of department stores; 5 
studies each of mortality of retail stores, 
consumer cooperation, and wholesale 
distribution. The important area of 
manufacturers’ distribution channels 
was untouched as was independent 
retail distribution as such. 

Market Data and Trading Areas— 
Fourth in rank were the 79 projects on 
market data and trading areas, of which 
37 were general or national in scope, 18 
local trading area studies, and 24 
studies of local and regional industrial 
data. 

Consumer, Consumption, Income— 
Studies of the consumer, his income, 
preferences, buying habits, and cost of 
living, accounted for 72 more of the 
marketing research projects. Buying 
habits and preferences led with 37 
studies, while income and purchasing 
power followed closely with 26 more. 
There were but 2 cost of living studies, 
3 of consumer budgets, and 4 of the 
consumer movement. Here again are 
important fields for future cultivation. 

Foreign Commerce—Next in order of 
number of studies came foreign market- 
ing with a total of 51 projects, divided 
among commodities with 22, functions 
with 17, statistics with 3, and 9 miscel- 
laneous foreign trade studies. Appar- 
ently no studies were reported on the 
affect of foreign trade on the economy 
of the several states, a neglected area of 
considerable interest. 

Market Legislation—The subject of 
legislation came in for some attention 
at the hands of marketing research 
workers. Out of a total of 44 studies in 
this area, 15 were of trade practices, 
fair and unfair, 7 each of N.R.A. and 
retail taxation, 4 of interstate trade bar- 
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riers, and 2 each of A.A.A. marketing 
agreements and the Robinson-Patman 
Act. Since there are fair and unfair 
trade practice Acts in most of the states, 
it would seem that this field has not 
yet been fully covered. Similarly, inter- 
state trade barriers is an area which 
could bear much more scientific scrutiny 
than it has yet had. 

Of the remaining five groups of proj- 
ects, I will comment on two. There were 
but 29 studies in the important field of 
prices and pricemaking. Undoubtedly 
this area is one in which much sound 
research remains to be done. In the 
second group, distribution costs, there 
were but 22 studies, 2 of which were 
general, 5 of which dealt with whole- 
saling, and 1§ of which with retailing. 
Here too, is another significant area 
lying at the heart of distribution ef- 
ficiency, which needs a great deal more 
scientific investigation than it has yet 


had. 


Projects By Universiry BurEAuS 
or Business RESEARCH 

Let me turn now from the more gen- 
eral summary to the specific fields of 
marketing research covered by Univer- 
sity bureaus of business research and 
by business agencies. Fourteen bureaus 
located in eleven states reported a total 
of 34 marketing research projects. The 
Universities covered included Boston 
University, University of Buffalo, Uni- 
versity of Colorado, University of Den- 
ver, Harvard University, University of 
Illinois, Indiana University, University 
of Michigan, College of the City of New 
York, Ohio State University, University 
of Oklahoma, University of Oregon, 
University of Pittsburgh, and University 
of Texas. I will only take time to read 
a few of the titles of research projects: 
4 Comparative Study of New England 
Production and Consumption of Manu- 


factured Products; Retail Trade of Buf- 
falo, 1929 and 1933; Cost of Doing 
Business of Petroleum Retailers in Den- 
ver; Chain and Independent Grocery 
Prices in Colorado; Expenses, Margins 
and Profits of Department Store Chains; 
A Raw Commodity Revolution (a study of 
commodity prices); /ncome Estimates— 
a National Balance Sheet and Income 
Statement; Measures of Purchasing Power 
in Indiana Cities; Minimum Prices un- 
der the N.R.A.; Retail Store Locations in 
New York City; Costs and Profits in 
Wholesale Grocery Distribution in Ohio; 
Analysis of Retail Credit Extension in 
Oklahoma; Current Cotton Marketing 
Problems. These titles illustrate the 
character of the marketing research sub- 
ject matter covered by University bu- 
reaus of business research. For the most 
part the projects are geographically 
circumscribed to the territory served by 
the institution conducting them. 


MarKETING RESEARCH PRoOjEcTsS 
REPORTED BY BUSINESS 


The type of business agency and the 
type of project which these agencies re- 
ported to THE JOURNAL OF MARKETING 
indicate the limitations on this method 
of studying marketing research. Very 
few private companies engaged in the 
manufacturing or physical distribution 
of merchandise are included. Yet we 
know that many such firms do utilize 
marketing research as a tool of manage- 
ment. The reporting agencies, of which 
there are 29, fall largely in what may 
be called the business service category. 


They include: 


Advertising Federation of America, 

American Association of Advertising Agen- 
cies, 

American Institute of Food Distribution, 

American Retail Federation, 

Chamber of Commerce of the United States, 

Columbia Broadcasting System, Inc., 
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Curtis Publishing Company, 
Marketing Research Bureau of Domestic 

Engineering Publications, 

Dun and Bradstreet, Inc. 

DuPont de Nemours & Company, 

The Hearst Magazines, Inc., 

Household Magazine, 

The Houser Associates, 

Institute of Distribution, Inc., 

Limited Price Variety Stores Association, 
McCall Corporation, 

McFadden Publications, Inc., 
McGraw-Hill Publishing Company, 
Machinery and Allied Products Institute, 
Market Research Corporation of America, 
Marketing and Research Bureau, 

Media Records, 

The Milwaukee Journal, 

National Association of Broadcasters, 
National Association of Food Chains, 
The Progressive Grocer, 

Public Affairs Committee, 

Sales Management, 

Sears, Roebuck and Company. 

The 71 projects which these business 
agencies reported appear to cover a 
wide range of subjects. A few titles will 
serve to illustrate: Books for the Adver- 
tising Man; Market and Newspaper 
Statistics; Group Selling by 100,000 Re- 
tatlers; Labeling the Consumer Movement; 
Protection of the Advertising Function; 
Day and Night Columbia Broadcasting 
System Listening Areas; Market Pattern 
Ratio; Air Conditioning Summary for 
1937; Mid-year Inventory Survey; Re- 
sults of Consumer Tests of a Product in 
Use; Drug Trade Marketing Facts; 
Capitalizing on Per Capita; Consumer 
and Employee Attitudes for Department 
Stores; Chain Store Manual; Cosmetic 
Taxation in America; How to Make 
Magazine Advertising more Profitable; 
Industrial Buying of Electrical Products; 
The American Market for Tea; Re- 
tail Broadcast Advertising; Retail Food 
Trade; Study of Consumer Goods Items. 
Most of these studies appear to be what 
may be called secondary research, or 


research based upon existing data. On 
the other hand, some of them are com- 
pletely original. A few appear from the 
title to be essentially propaganda for 
particular business functions or points 
of view, and as such, should not have 
been included in THE JOURNAL. 


CONCLUSION 

Permit me, in conclusion, to sum- 
marize briefly the areas which this study 
indicates are under-cultivated, and the 
agencies which appear to be laggard in 
pursuing marketing research. We have 
noted in the field of commodity market- 
ing the relatively few studies of drug 
marketing, and of the industrial market. 
Under marketing functions the fields of 
selling, apart from advertising, of buy- 
ing, of storage, of standardization and 
grading, and of market risk, are ap- 
parently receiving but little study. 
Among research projects on channels of 
distribution, little or no attention is 
being given to manufacturers’ distribu- 
tion outlets, to direct distribution, or 
to the independent retailer. Relatively 
small emphasis is placed on research on 
wholesale distribution channels. Con- 
sumer marketing studies are very lim- 
ited in the fields of cost of living, con- 
sumer budgets, and the consumer move- 
ment generally. Studies of the effect of 
legislation on marketing by no means 
cover the field adequately. There is 
special need indicated for studies of the 
effect of so-called fair and unfair trade 
practice laws, including resale price 
maintenance legislation, and of the ef- 
fect of interstate trade barriers, of which 
it is said there are in the neighborhood 
of a thousand statutes upon the books 
of the various states of the Union. There 
is abundant room indicated for substan- 
tial research in the field of prices and 
pricing policies, and in the field of dis- 
tribution cost analysis. 
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These are only the high lights revealed 
by an examination of the major classi- 
fications into which I have cast the 
projects listed in THE JOURNAL OF 
MARKETING. A closer examination of the 
individual projects would no doubt dis- 
close additional areas in which research 
is badly needed. 

Among the agencies engaged in mar- 
keting research we have noted the neg- 
lect of this field by the foundations, the 
relatively small amount of cooperative 
research, and the fact that business 
reported but 11 per cent of the projects 
studied. Recognizing that much of the 
marketing research done by business is 
for private consumption, it would never- 
theless seem that business as well as the 
foundations might well give serious con- 
sideration to an expansion of so valuable 
an activity as is marketing research. It 
is possible, however, that the marketing 
research done by business will remain 
predominantly confidential and for the 
solution of internal problems. Business 
organizations, such as trade associations, 


may enter more and more into research 
but it is likely that most of the market- 
ing research of the future will continue 
to be done by the universities and by 
governmental agencies, with trade as- 
sociations serving to interpret the re- 
search to their members and assisting in 
its wider utilization in the solution of 
business problems and the improvement 
of business efficiency. Certainly broad 
and fundamental research into distribu- 
tion problems, with emphasis upon the 
social significance of marketing would 
appear to be a function of university bu- 
reaus of business research and of agen- 
cies of the federal government. 

What impresses me most in this study 
is the fact that over a five-year period, 
all of the universities of the country, the 
federal agencies, private business, and 
the foundations, report a total of but 
676 projects, or an average of 135 per 
year. Such facts point to the need for 
more marketing research. I have no 
doubt that detter marketing research is 
an even greater desideratum. 
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AppENpDIx I 


CROSS CLASSIFICATION OF MARKETING RESEARCH PROJECTS BY SUBJECT AND AGENCY 
1935-1939 









































AGENCY CONDUCTING RESEARCH PROJECTS 
| | Universities | Coopera- | 
ts : tion Uni- an 
Subject of Research Projects — | Bureaus | — te lversity & | pow Powel 
| of Bus. tert | Govern- | 
|Research | ° " ment | 
Tora. | 676 | 34 | 348 =| 203 | 17 71 | 3 
I. Consumer, Consumption, Income: | (72) | (7) | (38) | (17) |) GQ) (8) | (1) 
a. Preferences and Buying Habits 37 2 | 27 3. I I | 3 | I 
b. Income and Purchasing Power 26 4 6 13 | 3] 
c. Cost of Living 2 I : | 
d. Consumer Budgets 3 I 2 | 
e. Consumer Movement, etc. 4 2 | Ys 
II. Commodity Marketing: (162) 
A. Consumer Goods, except Agric. Products} (61) (1) (29) (16) | (15) 
a. Food and Groceries 16 5 5 | 6 | 
b. Automotive 17 12 2 | 3 
c. Electrical Goods 8 3 1 | 4 
d. Textiles and Shoes 7 I 2 4 | 
e. Drugs 3 2 I 
f. Miscellaneous 10 5 4 I 
B. Industrial Goods: (12) 12 
C. Agricultural Products: 
a. Consumer items: (58) | (41) (8) (9) | 
1. Produce, fruits and vegetables 24 «(| 15 3 6 | 
2. Milk and Dairy products 19 14 4 | I 
3. Poultry Products II 10 I 
4. Miscellaneous 4 2 I I 
b. Raw Materials: (31) (1) 23) | (s) | (2) 
1. Grains 7 6 | 1 | 
2. Cotton 7 I 3. I I | 2 
3. Livestock 9 7 2 
4. Tobacco 3 2 . % 
5. Miscellaneous 5 5 
III. Channels of Distribution: (90) (4) (55) (20) (3) (8) 
a. Consumer Cooperation 5 4 I | 
b. Agricul. Coopera. Mktg. 24 15 7 | 2 
c. Retail Distribution: 
1. Chain Stores 17 I 5 4 7 
2. Dept. Stores 16 | I 15 
3. Mortality Studies 5 I 4 
4. Pub. Utility Mkt. 2 2 
5. Miscellaneous 14 I 6 5 | I 1 
d. Wholesale Distribution 5 3 2 
e. Retail and Wholesale Chan. 2 : a 1 | 
IV. Costs of Distribution: (22) | (7) (7) | (5) | @) (2) 
a. General 2 | 1 | a 
b. Wholesaling 5 | I 2 1 | S. ae 
c. Retailing | 15 6 4 . | | 4 
V. Foreign Commerce: | (51) (51) 
A. Commodities | 22 | 
B. Functions | 17 
C. Statistics | 3 
D. Miscellaneous 9 
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AppENDIx I1—Continued 
CROSS CLASSIFICATION OF MARKETING RESEARCH PROJECTS BY SUBJECT AND AGENCY 
1935-1939 


AGENCY CONDUCTING RESEARCH PROJECTS 





Total | , .. 


Subject of Research Projects - 
No. 
VI. Functions of Marketing: (91) 
a. General I 
b. Advertising 39 
c. Buying 5 
d. Selling 7 
e. Financing (credit) | a 
f. Storage 3 
g. Standardization and Grading 3 
h. Speculation and Hedging 2 
i. Transportation I 
VII. Legislation and Marketing: | (44) 
a. N.R.A. 7 
b. A.A.A. and Marketing Agreements 2 
c. Retail Taxation - 
d. Robinson-Patman Act 2 
e. Trade Practices—Fair and Unfair 15 
f. Interstate Trade Barriers 4 
g. Miscellaneous 7 
VIII. Market Data—Trading Areas, etc.: (79) 
a. General and National Studies 7 
b. Local Trading Areas 18 
c. Local and Regional Industrial Data 24 
IX. Marketing Research Techniques: 7 
X. Personnel and Personnel Training: 9 
XI. Prices and Price Making: 29 
XII. Miscellaneous Studies: (20) 
a. Business Policy 4 
b. Real Property and Construction 12 
c. Other 4 
Source—Sections on Progress in Marketing Rese:z 


The Fournal of Marketing—1935-1939. 


arch from Vol. 1, National Marketing Revieu 


| 
Universities Coopera-| | 


tion Uni- Busi 


Govt. | | Foun- 
Bureaus | ,, ' iversity & 
| Faculty | Agencies | ~. ness |\dations 
| of Bus. : ‘ Govern- 
: Members | | 
Research ment 
(4) (62) (10) (15) 
| I 
27 I 11 | 
3 2 
I 5 I 
2 16 2 
2 I 
3 
I 6 2 
(2) (29) (7) (6) 
2 S 
4 5 
| 
I | I 
13 2 
4 I 2 | 
(6) (25) (35) (13) | 
I 11 24 I 
2 5 11 
5 12 6 I 
} I I 2 
8 I 
2 21 4 I I 
(7) (11) (2) 
4 
3 7 2 
4 


and Vol. I-IV 


, 











CONCENTRATION AND COMPETITION 
RUFUS S. TUCKER 


Economist, General Motors Corporation 


Epiror’s Nore: Dr. Tucker’s paper and those of Dr. 
Means and Professor Livermore and Blackwell Smith that 
follow were presented at the dinner meeting of the American 
Marketing Association in Philadelphia December 28th. 
See Part Two of the Journal for the complete Proceedings 
of the semi-annual meetings. 

HE DISCUSSION of these two subjects 

has been much confused by two 
conditions: a confusion of terminology 
and a neglect of the teachings of eco- 
nomic history. These two conditions are 
perhaps inevitable when large numbers 
of persons are intensely interested in 
matters requiring for their understand- 
ing more thorough knowledge of the 
subject than is possible for many non- 
professional students to acquire. They 
have been intensified by the spirit of 
the times, which causes many even of 
the professional economists to neglect 
the experience and the learning of the 
past and to assume that conditions are 
entirely new and require an entirely new 
theoretical analysis, preferably expressed 
in an entirely new terminology. 

For example, the term concentra- 
tion is sometimes used to describe a 
state, sometimes to describe a process. 
Whether used in the static or dynamic 
it is applied with little discrimination to 
wealth, income, control, or even geo- 
graphical location. Now it is obvious 
that we might have an existing condi- 
tion of concentration without any recent 
or prospective increase in concentra- 
tion. It is also obvious that we might 
have a concentration on any one of the 
four factors—wealth or income or con- 
trol or location—without a concentra- 
tion of any of the other three. Income 
is not all derived from wealth; most in- 
come is derived from labor. Ownership 
is not always necessary for control; the 
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I.C.C. controls the railroads and the 
S.E.C. controls the stock exchanges, 
often contrary to the desires of the 
owners. 

Income and wealth are not equally 
divided. But there is no evidence that 
they are more unequally divided now 
than in the historical past, or more un- 
equally divided here than in most for- 
eign countries. Mr. Max Eastman has 
declared that in Communist Russia 
there is more difference between the in- 


come of the highest official and that of 


the lowest peasant or laborer than in 
this country. Whether that is true or 
not is of little importance. Inequality 
always has existed. It is probably neces- 
sary in order to stimulate enterprise. 
The essential thing is not how much 
inequality there is but how rigid it is, 
and to what extent it fulfills its purpose 
of stimulating enterprise and thereby 
raising the income of all the people. T he 
inequality of income in this country is 
certainly less rigid than in most. A very 
large proportion of the largest incomes 
are being received by men who began 
life in poverty. There is a constant and 
rapid turnover in millionaires. It is 
both an interesting and important fact 
that the president of General Motors 
and the heads of the two other largest 
automobile companies all began life as 
poor boys without family influence to 


help them in their rise to the state of 


millionaires. 

Similarly with respect to corporations. 
It is not so important to know what pro- 
portion of all corporate assets is con- 
trolled by the 200 largest corporations 
as it is to know whether the same 200 
continue to maintain or increase their 
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hold, and if so why. Of course they do 
not. Of the 1oo largest industrial cor- 
porations in 1909 over 60 were no longer 
in the giant class in 1935 and at least 
26 were outright failures. Of the 46 giant 
railroad corporations 14 dropped out of 
the list before the end of 1924. Many still 
on the list have been through receiver- 
ship. Their rails survive, but not their 
capital. Of the 55 public utility giants of 
1909, 37 have disappeared from the list 
of giants and at least 20 have passed out 
of existence by means other than merger 
with survivors. In the case of many 
traction companies neither the capital 
nor the rails survive. 

One of the other speakers on tonight’s 
program wrote a book some years ago 
in which he prophesied that if the trend 
from 1909 to 1929 should continue, by 
1950 70% of all the corporate assets of 
the country would be owned by the 200 
largest corporations. He did not mean 
the same 200 that are now the largest. 
But even so, I believe, he was mistaken. 
Prophecies based on trends are always 
dangerous, especially if the trend has 
been incorrectly measured. I have pub- 
lished elsewhere my reasons for believ- 
ing that the trend was _ incorrectly 
measured in this case. Although there 
was a strong movement of industrial 
consolidation between 1897 and 1903, 
and a strong movement of financial 
consolidation between 1927 and 1929, 
for the period from 1903 to 1929 taken 
as a whole, the growth of the large cor- 
porations was no more rapid than the 
growth of corporations in general and 
less rapid than the growth of national 
wealth. Such growth as large corpora- 
tions did enjoy was not at the expense 
of little business. The total number of 
business concerns grew faster than the 
population from 1900 to 1929, if we can 
trust the figures published by the firm 
with which our chairman is connected. 


As a matter of historical interest it is 
worth recalling that Adam Smith wrote 
in 1776 that in his time in every part 
of Europe there were 20 men working 
for a master for every one working on 
his own account. We have in this coun- 
try over 2,050,000 business concerns and 
3,900,000 owner-operated farms. As- 
suming only one head for each concern 
and farm, and treating tenant-farmers 
as employees, we have 5,950,000 persons 
working on their own account, against 
not Over 44,000,000 persons working for 
others or looking for employment. The 
ratio of dependent workers is therefore , 
less than 7} to one. 

Since 1929 the assets of corporations 
large and small have declined. Very 
likely the assets of the large have not 
declined as much as those of the small. 
But that may be, and I believe is, merely 
a temporary phenomenon. After pre- 
vious depressions small businesses have 
increased rapidly in number and, indi- 
vidually, in size. The natural recovery 
of small business has been impeded this 
time by the burden of governmental 
regulation, wage-laws, labor-laws, and 
the Undistributed Profits Tax. It is not 
too much to hope that these burdens 
may be removed or at least alleviated. 

It is easy to exaggerate the impor- 
tance of large corporations. They are 
found conspicuously in certain industries 
where a large amount of invested capital 
is required for efficient production, or 
for any kind of production. They are 
especially conspicuous in transportation 
and public utilities, which have usually 
been considered by economists to be 
natural monopolies, and have for years 
been subject to governmental control. 
In manufacturing they rarely have 
monopolies, since there are usually 
several giants in each industry. As I 
stated before, there are over 2,050,000 
business concerns in this country, of 
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which 553,000 were corporations sub- 
mitting income-tax reports. 

According to the N.R.C. report on 
the Structure of the American Economy 
the 200 largest corporate groups in 1933 
controlled 54.8% of all corporate assets, 
but that high ratio was due entirely 
to the transportation and public util- 
ity corporations included in the 200. 
Seventy-eight of the corporate groups 
were in manufacturing, and 26 in min- 
ing, trade, service, construction or agri- 
culture; these corporate groups con- 
trolled only 40.5% and 15.0% of the 
assets in their respective fields. If instead 
of assets the comparisons are based on 
gross sales and services the ratio for the 
200 is 29.9%, not 54.8%. 

It is interesting to note that another 
set of tables in N.R.C. report, based on 
Census data, indicates that the 78 
largest manufacturing enterprises em- 
ployed only 19% of the total manpower 
in manufacturing; produced only 30% 
of the total value of the products of 
manufacturing; and were responsible 
for only 23% of the value added by 
manufacture. 

Whether the large corporations con- 
trol 19% or 40% of the aggregate assets 
of all manufacturing corporations is of 
little significance. The important ques- 
tion is, do they have a monopoly of 
manufacturing or of any branch of manu- 
facturing. According to the Census 
figures there are immense differences be- 
tween industries with respect to the rel- 
ative importance of the largest four 
producers in each industry. The smaller 
the industry the more important are the 
large producers, which suggests that con- 
centration is a matter of definition. 
But there are only six manufacturing 
industries, according to the Census’s 
definition that were more than 93.5% 
controlled by the four largest concerns. 
Those are all small industries. Obviously 


when there are four large concerns in 
an industry competition must exist un- 
less there is collusion between them, and 
we have a lot of anti-trust laws that are 
intended to prevent collusion. 

Some attempts have been made to 
show that the industry and productive 
wealth of the U. S. is controlled by a 
small number of persons, who control 
the leading corporations. 

The N.R.C. report states that the 250 
largest corporations had 2722 individual 
directors, holding 3544 directorships. 
One thousand three hundred and ten of 
the directors were directors of more than 
one company. These interlocking di- 
rectors were said to represent eight in- 
terest groups, which control 62% of the 
assets of the 250 largest corporations. 
That is a startling picture of economic 
oligarchy if it represents the facts. But 
the report did not stress the fact that 
the directors alleged to belong to these 
groups are nearly always a minority of 
the board of each corporation they are 
alleged to control. Moreover the eight 
groups may be presumed to be looking 
out for their own interests, and if so 
each one is a limitation on the others. 
The groups, if they can really be said 
to exist, are composed of hundreds of 
individuals with diverse interests. Even 
if they were thoroughly disciplined serv- 
ants of the heads of their respective 
groups they could not control many of 
the corporations that they are supposed 
to control. Even if they could do that, 
they could not control the industries in 
which these corporations are engaged. 

The truth is that economic power is 
widely scattered and strictly limited. 
The 14,000 leading corporations have 
85,000 directors and executives. Are we 
to believe that some 80,000 of these are 
dummies? And everyone of these cor- 
porations is controlled in the matter of 
costs and prices by the irresistible forces 
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of the market, against which even out- 
right monopolists cannot successfully 
fight unless aided by the coercive powers 
of the government. 

Can there be a monopoly when there 
are more than four competing con- 
cerns in an industry? What do we mean 
by monopoly? Formerly the universal 
answer would have been absence of 
competition. But recent theorists have 
complicated the matter by adopting 
new-fangled definitions of competition 
and monopoly, according to which there 
is no such thing as pure competition, 
and never has been and never could be. 
When these theorists stress the fact that 
most goods or services differ in some 
details from the essentially similar goods 
or services oftered by other sellers they 
are stating what is true but not new, and 
not always important. The seller is a 
monopolist to the extent that he can 
get a better price on account of the 
special qualities of the article he has to 
offer. These special qualities include 
such things as convenient location, at- 
tractive packaging, courteous service, 
reputation for quality or style. But if 
possession of these qualities is found to 
be profitable to a seller, other sellers 
will usually manage to find something 
just as good with which to wean away 
the customers. 

Another part of the modern definition 
of competition however is thoroughly 
misleading and absurd. It is to the effect 
that in pure competition each competi- 
tor who changes his price acts without 
regard to the reactions of his rivals and 
considers only the effects of his price 
changes on the buyers. Really that is the 
way a monopolist acts because he has 
no competitors. It is not the way com- 
petitors act, no matter how many they 
may be. The eftect of price changes on 
buyers cannot be guessed at unless their 
effect on competing sellers can be 


judged. How such an idea has crept into 
economic theorizing is hard to explain. 
It is true that a price change made by 
a small producer may not affect distant 
producers of the same article, and he 
may not care whether it does or not, but 
in a given market, if it is really a com- 
petitive market, no seller can afford to 
neglect the reactions of other sellers. He 
may be so small that his price cutting 
escapes the attention of distant com- 
petitors, or is disregarded by larger ones. 
In that case he has a local monopoly, or 
competition is imperfect. But if his price- 
cutting attracts more customers, as he 
intended it should, it usually attracts 
them from some other seller, and if 
competition is active he must expect 
the other seller to take measures to win 
his customers back. In fact the essence 
of competition is that each seller is re- 
stricted in his pricing by the prices of 
his competitors. As Alfred Marshall said! 
“‘A perfect market is a district, small or 
large, in which there are many buyers 
and many sellers all so keenly on the 
alert and so well acquainted with one 
another’s affairs that the price of a 
commodity is always practically the 
same for the whole of the district.” 
When a seller in a competitive market 
offers his goods at the market price he 
is deliberately accepting the price ac- 
cepted by his competitors; when he 
offers them at less than the market he 
is deliberately trying to get customers 
away from his competitors. Can such a 
seller be said to be heedless of his rivals’ 
reactions? Theorizing on such an as- 
sumption may lead to valuable results, 
if the unrealistic nature of the assump- 
tion is recognized, but it is surely an 
unfortunate use of terms to define 
“pure” competition as a situation in 
which producers act as if they had no 
competitors because they have so many, 
1Cf. Principles of Economics, p. 112. 
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or to use a definition according to which 
a monopolist who has no competitors 
can be said to operate under conditions 
of pure competition because he disre- 
gards the effects of his actions on 
competitors. 

It would help clear thinking if this 
modern definition of competition were 
sent back to the academic groves from 
which it has escaped, and a definition 
used that corresponds more closely to 
business realities. I submit the following 
which was recently worked out by a 
committee of economists: 

“A freely competitive determination 
of price is one in which: 


. There are at least two suppliers offering 
goods that are acceptable to the pur- 
chasers for meeting a particular need, 
although not necessarily identical. 

2. There are at least two prospective 
purchasers. 

3. Each supplier is definitely trying to 
make a sale to more than one pur- 
chaser, and each purchaser is being 
solicited by more than one supplier, 
using such methods as advertising, 
argument as to relative merits of his 
product as compared with the product 
offered by other suppliers, modification 
of product, provision of accessory 
services, reduction of price, or arrange- 
ment of convenient terms of payment 
or delivery. 

4. Each supplier has some information as 
to the prices and conditions of sales 
made by other suppliers, but makes no 
agreement with them respecting prices 
or any of the methods of competition 


noted in (3).” 


This definition seems to be more con- 
sistent with the actual facts, and with 
the definitions of the classical econo- 
mists than the definition that insists 
that under conditions of pure competi- 
tion the goods sold must be absolutely 
identical, and that individual sellers 
must take no account of the effect of 


their actions on their competitors but 
must sell their whole output at the 
market price whatever it may be. 

In the light of this definition it is evi- 
dent that competition is vigorous at the 
present day, and more effective than it 
used to be in the horse and buggy days. 
There are more sellers striving to get a 
share of each consumer’s dollar. The 
consumer has a wider choice of products 
and of suppliers. The older system of 
local and regional monopolies, slightly 
overlapping, has been replaced by na- 
tion-wide competition with respect to 
most movable commodities. The old 
fashioned village store had much more 
of a monopolistic advantage than the 
modern chain store or department store, 
because those customers who did not 
like its prices or its qualities had great 
difficulty in finding alternative sources 
of supply. A horse and buggy can only 
make a round trip of 30 miles or less in 
a day on muddy roads, and even a mail- 
order house requires several days for 
delivery, with no chance to see the 
article before buying it. Consequently 
most purchasers in the old days were 
limited to one or two sources of supply, 
whereas now they have offered for their 
choice the wares of many sellers. 

In analyzing industries for the pur- 
pose of seeing whether competition is 
effective there are certain tests, no one 
of which is conclusive, but taken. to- 
gether they give the answer. These are: 
first and least important, the number 
of competitors; second, and also not 
very important, the size of competitors, 
whether fairly uniform or diverse; third, 
the reasonableness of the average rate 
of profits on investment over a period 
of years; fourth, the proportion of en- 
tries and withdrawals of concerns in the 
industry; fifth, the variability in the 
proportion of the market obtanied by 
each concern from year to year; sixth, 
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the variability in rate of profit obtained 
by each concern from year to year with 
reference to the average rate in the 
industry. If first one firm and then 
another gets the greatest share of busi- 
ness or the highest rate of profit, it is 
plain that competition is active. But 
even if one firm holds the leading place 
for years the other tests may show that 
competition is active. You will observe 
that I have not included in these tests 


either the frequency or the extent of 


price changes, since neither of these 
characteristics has any bearing on the 
extent of competition. 

But why are we interested in preserv- 
ing competition and preventing mo- 
nopoly? Principally because competitive 
prices are usually lower than monopoly 
prices, and because competition is the 
best stimulus to improved efficiency. 

Competition has shown itself to be a 
more efficient means than governmental 
regulation to keep price down to cust 
of production, including a reasonable 
profit for a reasonably efficient concern 
over the long run. This does not mean 
that each producer’s price should repre- 
sent his own cost. Uniform prices in a 
given market are no proof of monopoly; 
on the contrary they are an essential 
part of competition. Neither is it neces- 
sary that prices should fluctuate fre- 
quently or drop sharply in depressions. 
What Dr. Means calls administered 
prices are perfectly consistent with ac- 
tive competition. They have been com- 
mon, and in fact, necessary, in certain 
types of industry for centuries. Through- 
out our history some prices have changed 
frequently, others at longer intervals. 
In all of our depressions some prices 
have gone down considerably, others 
slightly or not at all.? These differences 

* For proof see my articles: “Reasons for Price 
Rigidity,” in Amer. Econ. Rev., March, 1938; and “The 
Essential Historical Facts about Sensitive and Admin- 
istered Prices,” in The Annalist, Feb. 4, 1938. 


in price-behavior have not been the ef- 
fect of monopolistic practices or large- 
scale operations, but of differences in the 
nature of costs. 

The N.R.C.’s attempt to associate 
price-maintenance during the depression 
with industrial concentration is proved 
a fallacy by their own statistics. In 
comparing price-decline from 1929 to 
1932 with concentration in industries 
the N.R.C. left out certain highly con- 
centrated industries on the ground that 
raw material makes up a large part of 
the value of their products. Having 
omitted those concentrated industries 
that were best able to reduce their 
prices, and thus prejudged the case, 
they then prepared a chart which they 
said showed a correlation between price- 
maintenance and concentration. To em- 
phasize this correlation they drew in a 
regression line which makes the diagram 
seem scientific and convincing to the 
unwary. 

But the professional statisticians in 
the audience will get my point when I 
say that the coefficient of correlation 
shown by those selected figures is only 
.33 with a standard error of .15. It is 
customary for professional statisticians 
to disregard coefficients less than .40 as 
insignificant, and to regard with sus- 
picion coefficients that are less than 
three times their standard errors. Three 
industries were omitted by the N.R.C., 
from their chart although conforming 
to all of the conditions laid down in the 
text of the report. These were agri- 
cultural implements, sewing machines, 
and washing machines. All of these in- 
dustries had national markets; adequate 
price statistics were available for all of 
them; and at least a third of the value 
of the product came from manufactur- 
ing activity. If these had been included 
on the chart it would have looked much 
less convincing. I should add that the 
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omission of these three was probably 
not deliberate, but was the result of a 
mix-up in one of these tables. 

But really there is no logical justifi- 
cation for omitting the other industries 
for which statistics of price and concen- 
tration were available. The question is 
whether concentrated industries that 
could reduce their prices did so to the 
same extent as non-concentrated in- 
dustries; that question can only be 
answered by studying all industries. If 
the 93 industries for which the necessary 
information is available in Appendix 8 
of the Committee’s report are taken 
together, the coefficient of correlation 
between price-maintenance and _ con- 
centration is .o6 with a standard error 
of .10. I do not believe that there is a 
professional statistician in the world who 
would maintain that a coefficient of cor- 
relation smaller than its standard error 
has any significance. The statistics com- 
piled by the N.R.C. show therefore that 
there was no association whatever be- 
tween concentration in manufacturing 
industries and the rigidity of the prices 
of manufactured products. But the per- 
son or persons who wrote the N.R.C. 
report insisted that the association of 
price-maintenance with concentration 
was the chief explanation of price ri- 
gidities during the depression. 

The real reasons for price-rigidity lie 
in the nature of costs. When demand 
falls off, as during a depression, it can 
in some cases, but not all, be partly 
restored by price reductions. The elas- 
ticity of demand for each product de- 
termines what effect price reduction 
will have. But price reductions are 
usually impossible if costs cannot be 
reduced, unless the producer is willing 
to go into bankruptcy. And if costs con- 
sist largely of payments for materials 
and hired labor the extent to which they 
can be reduced is limited by forces 


usually beyond the producer’s control. 
But if costs consist largely of overhead 
or other deferrable items, or payment 
for the producer’s own services, as in 
farming, prices can be reduced, and in 
some cases the reduction may have 
enough effect on demand to remove the 
necessity of cutting down output. Con- 
sequently even if it were true, which it 
is not, that the output of each industry 
during the depression was reduced 
roughly in inverse proportion to the 
reduction in the price of the industry’s 
product, it would still be illogical to 
assume either that the rigid prices 
could have been reduced, or that if they 
had been output could have been main- 
tained. In nearly every industry there 
is at least one producer who is too well 
aware of his own interests to refuse, 
when his plant is partly idle, business 
that he could obtain by price-reductions, 
down to the limit set by his costs. And 
one such producer is enough; his com- 
petitors must follow if they can. 

It is also illogical to assume that the 
comparative inflexibility of some prices 
compelled others to be more flexible; or to 
assume that reduction of the rigid prices 
by action of the government would 
have had beneficial results on either 
unemployment or the national income. 

In conclusion I wish to state that in 
my opinion there has been no change 
in the economic structure of society in 
the past forty years that makes it 
necessary to devise a new science of 
economics or to extend government con- 
tro] of industry. The natural laws of the 
market are still the same as when Mar- 
shall wrote about them. Concentration 
in industry has not decreased competi- 
tion. The only monopoly able to harm 
this country now—unless the political 
clique now in power is considered a 
monopoly—is the monopoly of organ- 
ized labor. The most extreme advo- 
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cates of laissez-faire have always advo- 
cated governmental action to prevent 
force, fraud, or conspiracy against the 
public welfare. If intelligent measures 
of that sort are taken against offending 
business men and labor leaders they 
will meet with the hearty approval of 
the overwhelming majority of business 
men, big and little, and of economists. 
But measures that reduce initiative 
and restrict adaptability will injure not 
only the business men directly affected 
but also the whole body of consumers. 
And any measures taken, if they are not 
to do more harm than good, must be 
based on a clear understanding of what 
is meant by competition, and why it is 
desirable; and on a clear distinction be- 
tween concentration that promotes ef- 


ficiency and concentration that impedes 
progress. Finally we must bear in mind 
the ever-present danger that govern- 
ment regulation of industry may lead 
to governmental control not only of 
industry but of all the activities of in- 
dividual citizens. 

Our economic system, like our politi- 
cal system, has been based on individual 
freedom. The competition of individuals, 
each pursuing his own happiness, has 
been the motive force. It has created the 
highest standard of living the world has 
ever known. Let us not discard it for a 
system based on the decisions of despots, 
even if they might be benevolent, nor 
the rulings of bureaucrats, even if by 
some miracle they might be both un- 
biased and skilled. 











CONCENTRATION OF CONTROL NOW AS 
COMPARED WITH 1890 


SHAW LIVERMORE 
University of Buffalo 


N ANY discussion of the problem of 
l concentration of control in American 
industry, we need to present the data in 
their proper setting. I think we have 
made a great deal of progress in the 
past few years, away from an almost 
hysterical atmosphere in which the 
figures on control were discussed in 
1932 and 1933. For a while we were 
close to an Alice-in-Wonderland ap- 
proach to the problem. Recent discus- 
sions indicate that we are on firmer 
ground, able and willing to attack the 
large and dominant unit only where it 
really is in need of control, in short to 
approach a solution on an industry-by- 
industry basis. I am in thorough accord 
with that attitude. 

But I am still impressed with the 
failure of many investigators to get a 
proper perspective on the problem of 
concentration of control in the general 
sense. We do have a fairly definite 
public policy established, towards rail- 
roads and public utilities, and toward 
competitive industry in general. Most 
of the foundations of that policy have 
been set in place only within a half- 
century. We are confronted with cer- 
tain data about concentration of con- 
trol. The National Resources Committee 
has made the latest contribution. Should 
we make changes in our public policy 
as the result of a study of these general- 
ized data? Certainly it seems to me that 
if we are asked, either directly or by 
what I call statistical innuendo, to 
change existing control policies we ought 
to know whether the data indicate im- 
portant changes in the structure of 
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business within certain time limits. Par- 
ticularly must we be careful in drawing 
conclusions if we are asked, indirectly 
or directly, to lay some generalized re- 
straints on our largest business under- 
takings. 

If we are to try to secure a proper 
perspective, the first question to be 
asked then, it seems to me, would be: 
Have significant changes taken place 
since we first shaped our public policy 
a half-century ago? More particularly, 
has the degree of concentration of con- 
trol in business increased over that 
fifty-year period? I certainly would not 
think it relevant to answer such a ques- 
tion by presenting data on the impor- 
tance of big business for some such year 
as 1909, a year selected because statisti- 
cal data happened to be available then, 
or for separate decades within the 
period selected, perhaps because they 
were decades of rapid industrial expan- 
sion, eg., the 1920’s. That would 
scarcely help us in deciding whether the 
policies we have followed since the end 
of the decade of the ’80’s, toward rails 
and utilities as well as competitive in- 
dustry, have been proper. 

Without doubt our first specific in- 
quiry would be directed toward the posi- 
tion of our industrial giants—the ‘200 
largest corporations” which are as fa- 
miliar to this audience as the three 
witches of Macbeth are to Shake- 
spearean students. Was there such a 
phenomenon in 1890, of a relatively 
small group of enterprises controlling 
a large proportion of our industrial 
wealth? This question does not seem to 
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have been answered, despite its obvious 
bearing on public policy toward big 
units. 

Such a question cannot be answered 
with the statistical nicety which is pos- 
sible for our generation, armed with the 
Statistics of Income, an improved Census 
of Manufactures, estimates of national 
wealth and income, and published state- 
ments of corporations. But in attacking 
the question as of 1890 where material 
is more scanty, we can be fairly sure 
that errors will cancel out. Let me state 
the conclusions first, and comment on 
the questions which they raise after- 
ward. 

(1) The 100 largest enterprises in 
1890 controlled between 35 per cent and 
40 per cent of the total business wealth 
at that time. 

(2) These same 100 giants of 1890 
controlled over 10 per cent of the total 
national wealth. 

(3) Any estimate of the proportion of 
corporation wealth would be meaning- 
less in 1890, because corporations con- 
trolled a much smaller segment of 
wealth than they do today; but if we 
did wish to make such a comparison we 
would find that 100 largest corporations 
controlled far over one-half of corporate 
wealth 50 years ago. We should have to 
eliminate about 8 of the largest enter- 
prises in making this comparison, for 
they were not corporations. 

How do these results compare with 
the figures so frequently discussed, and 
most recently brought up to date by the 
National Resources Committee? The 
latter show (for 1933) that the 200 
largest corporations today control about 
45 or so per cent of business wealth, 
around 20 per cent of total national 
wealth, and about 60 per cent of non- 
financial corporation assets. For 1940 I 
believe the ratios will be slightly lower. 
This comparison does not seem to reflect 


any very rapid rate of growth in the 
fifty year span. 

Why do I stress the control of only 
100 corporations in 1890, whereas 200 
are used for recent years? Simply be- 
cause I feel that the whole significance 
of the power of these giants is bound 
up with opportunities for employment 
and for men to become enterprisers. 
Population has roughly doubled, so we 
ought to compare the leading 200 enter- 
prises now with the leading 100 when 
we were only half as large a nation. I 
hasten to add that the addition of 
another 100 would make but slight dif- 
ference in the results then, any more 
than it would now. 

I anticipate another question. Were 
not railroads the great majority of the 
leading 100 enterprises in 1890? Yes, 
they certainly were, about two-thirds of 
the group. But I hardly need to remind 
you that railroads were then a com- 
petitive industry, and we had barely 
begun the long process of bringing them 
under control—probably less of a be- 
ginning than we have made today in 
bringing our large industrial enterprises 
under control. 

Were there any utilities? Only a hand- 
ful, less than a half dozen. This reminds 
us that in all compilations of the power 
of today’s 200 largest corporations, 
about one-fourth of the total controlled 
assets or income are those of public utili- 
ties, and that if we substituted the next 
largest corporations in competitive in- 
dustry and railroad transportation for 
the utility concerns, the figures for per- 
centage of control would shrink to about 
the levels of 1890 which I have quoted 
above. This is confirmed by the studies 
of others for the year 1909, which was a 
statistically important year because 
corporate income tax returns were then 
first available, but not distinguished 
otherwise; the figures for concentration 
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of control for 1909 read strangely like 
those I have given you for 1890. All of 
which leads to the very interesting con- 
clusion that, aside from our nursing to 
gianthood of about fifty large utility 
concerns, we have witnessed no change 
in the degree of concentration of control in 
this country since 1890. 

But this conclusion rests on somewhat 
uncertain foundations. Any one who 
deals in statistical data relevant to our 
purpose here, before the days of the 
income tax and of corporate publicity, 
must temper his conclusions with cau- 
tion. I am convinced that the data are 
accurate enough to be worth presenting 
to those who seek that perspective on 
the concentration problem, in which I 
am primarily interested. I dug them out 
from Census and other sources, origi- 
nally as a by-product of some other 
work I was doing in business history. 
But I certainly feel that we ought to 
seek light in other directions as well. 

Census data on manufacturing in- 
dustries offer one possibility for help in 
our quest for perspective. We have 
recently seen extraordinarily interesting 
and useful data developed from Census 
returns for 1935 by the National Re- 
sources Committee. But when we turn 
back to the period around 1890, we 
encounter some difficulties. There have 
been a number of reclassifications of 
industries since 1890. There have been 
discarded from the returns since 1914 
the small handicraft producers, who 
were conscientiously included up to that 
time. This means, as many here know, 
that the data for the number of manu- 
facturing establishments in such a year 
as 1890 or 1900 is grossly overstated as 
compared with data in the past two 
decades. This has misled some writers 
into the error of deducing fiom these 
figures an alarming decrease in the gross 
total of establishments and enterprises 


in existence. If we put back building 
trades workers, and several hand trades, 
into our figures for 1937 or 1939, we 
should have a total perhaps twice as 
large as the 200,000 or 210,000 establish- 
ments now reported. No one now thinks 
this sound; but it would have to be done 
to make the figures comparable with 
1890. The year 1890, in which we are 
interested, is also notable because in 
that year the Census officials displayed 
especial zeal in including thousands 
of building-trades workers (carpenters, 
masons, plumbers et. al.) which they had 
not included in 1880. They also en- 
deavored to survey a number of hand 
workers, especially in the clothing in- 
dustries, not theretofore included. This 
complication I shail refer to later. 

Some diligent study convinced me 
that it was possible, despite these handi- 
caps, to select 25 large industries which 
are fairly comparable in 1890 and in the 
latest Census of 1937. These were the 
largest which could be chosen, after 
dropping those which have virtually dis- 
appeared (e.g., carriages) and those 
which were clearly occupations rather 
than industries. It is not such a bad list, 
because 17 of the 25 are still in our top 
group of the 30 biggest industries today 
(measured by number of employees). Of 
today’s 10 largest industries, 8 were in 
my 1890 group, and of today’s 20 
largest, 15 were there. For this group 
which I wished to study to determine 
the results of the trend toward concen- 
tration I compiled data on employees per 
establishment and value of products per 
establishment, two simple measures of 
Size. 

We may apply some obvious tests to 
the figures over 1890 and 1937. Popula- 
tion has almost exactly doubled since 
1890; so that, disregarding a lot of other 
factors, we might say that the average 
number of employees per establishment 
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should have doubled. This would mean 
that there would be proportionally as 
many enterprises, and proportionally as 
many chances for men to enter business. 
That is one of our social goals in laying 
a ban on high concentration. Now as to 
the volume of production of the average 
enterprise over the fifty-year period, a 
standard of what the change should have 
been is harder to get. We do know that 
national income has been about seven 
times as great, and that industrial wealth 
has multiplied about 8 times. These 
figures, of course, make allowance for 
the rise in prices during the interval. We 
may, with some arbitrariness, say that 
the average value of production per 
enterprise should have been 7 times as 
great in recent years as in 1890, in order 
to keep proportionate pace with our 
growth in income and industrial wealth. 
But if we allow only for the price level 
and for a doubling of population, value 
of products per establishment should 
have grown 4 times. We may use this 
lower adjustment as more conservative. 

What results do we get when we apply 
these ratios to the leading industries of 
1890? You can anticipate the answer. 
The majority of the industries in this 
representative group of 25 show a greater 
degree of concentration in 1937 than 
they did in 1890. That is to say, after 
applying our two simple adjustments to 
the number of employees in 1937, and 
to the value of products, more employees 
per establishment and a greater output 
per establishment are shown than in 1890. 
The surprising fact is that many in the 
group failed to show the results of in- 
creasing concentration. Six of the 25 
industries do not have twice as many 
employees per establishment as in 1890, 
and 4 fail to have 4 times the value of 
output. Eleven fail to have 7 times the 
value of output per establishment. The 
familiar trend has not been universal in 


its scope. Nor is this due to a decline in 
the importance of those industries, for 
included among those failing to reflect 
the trend by one or the other test are 
woolen and worsted goods, silk, women’s 
clothing (our 6th industry), cotton goods 
(our largest industry in number of em- 
ployees today), hosiery and knit goods 
(our 8th industry), lumber (our 3rd in- 
dustry) and boots and shoes (our gth 
industry). Only in the case of tobacco 
products other than cigars and cigarettes 
can we attribute the failure to concen- 
trate to a decline in relative importance 
of the industry from 1890 to 1940. 

But is this an adequate test? After 
all, 1890 was not the date of creation, 
the beginning point for a modern world 
of concentration of control. The process 
was already under way in 1890. What 
gave alarm then was the evidence of a 
rate of concentration which had become 
apparent. Was that rate going to ac- 
celerate in coming decades? It was the 
fear that it was going to accelerate which 
set in motion public policies of restric- 
tion. The years 1887, 1888, and 1889 saw 
the first general wave of fear in this 
country over concentration of control. 
In our pursuit of perspective, we need 
to know whether the fears and expecta- 
tions of that day actually came true. 
Has the apparent rate of growth in con- 
centration in 1890 been maintained, has 
it increased, or has it lessened? This has 
been one of the most neglected aspects 
of this whole question. 

Let us suppose that we are back in 
1890, viewing with alarm the tendency 
toward concentration and the emergence 
of larger and larger units in various in- 
dustries. We may imagine that we would 
have set to work to measure the then 
recent rate of increase in the number of 
employees per establishment and value 
of product, also computed on a per- 
establishment basis. 
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We would have had a vexing problem 
to decide what base year to use in de- 
riving a percentage rate of increase in 
the average size of establishments. Our 
object would have been to forecast a con- 
tinuance of our computed rate of increase 
and predict the resulting degree of con- 
centration in 1900, Ig10, or 1940. The 
decade 1880-1890 would have been the 
most promising yard-stick. We have seen 
similarly short periods used by one well- 
known investigator in recent years, when 
he undertook to predict the degree of 
control over industrial wealth which 
could be possessed by our 200 largest 
corporations if a certain rate of growth 
which they exhibited during the 1920’s 
should continue. We might have se- 
lected 1870-1890 as the base. But many 
industries had not grown in 1870 to the 
form in which they stood in 1890. More- 
over, we would be mixed up with ques- 
tions of a changing price level over that 
twenty years. Finally, we would have 
realized that what people were talking 
about in 1890 was the rapid elimination 
of establishments which took place be- 
tween 1880 and 1890, not the happen- 
ings back in 1870-1880. Events in 1880- 
1890 were what aroused public interest 
originally in the problem of concentra- 
tion. Let’s take the shorter period, there- 
fore, as our base for ascertaining what 
the rate of increasing concentration was 
and for predicting the results in 1937 (or 
1940) if the trend shown in that decade 
had continued. 

There are several questions which had 
to be raised about these results, by vir- 
tue of our possession of hindsight. First, 
don’t we have to make some allowance 
in the projection of growth for a sub- 
stantially higher price level? Yes, cer- 
tainly, and that would make us double 
the projected 1937 or 1940 figure for 
value of products in order to get a fair 
total. How about the rate of population 


growth, which we might have assumed 
in 1890 would continue at the same rate 
as had been established in 1880-1890? 
Although population has doubled, we 
have failed to achieve the population in 
1940 which might have been projected 
ahead in 1890, by about 20%. Hence we 
might cite this as one justification for our 
industries of 1890 failing to maintain 
their headlong pace toward a greater and 
greater degree of concentration of con- 
trol. But, we should then be neglecting 
another factor which would more than 
offset this: the rate of growth of that 
portion of the population engaged in in- 
dustry. That is the rate of growth with 
which the projected rate of change in 
employees per establishment ought to be 
compared. If this is considered as the 
proper test, we may say that the rates 
of change set in the decade 1880-1890 
have approximately continued, and that 
we need to make no allowance for this 
factor in comparing the forecast results 
with today’s actual figures. Our only ad- 
justment, therefore, is for the change in 
price level, in interpreting the figures for 
value of product. 

What do we find? First, using em- 
ployees per establishment as the test 
of concentration, sixteen of our 25 in- 
dustries failed to maintain the rate of 
increase which they had established for 
themselves in 1880-1890. Applying this 
rate to the 1890 figures (compounding it 
each Io years, in other words), a certain 
result could have been forecast for 1937 
(with due allowance for the final 7-year 
period). This was far above the actual 
figure of 1937 for these sixteen. One in- 
dustry, confectionery, behaved just as it 
was supposed to! Only 3 show greater 
concentration today than the forecast. 
The other 5 did not show in 1890 any 
trend toward concentration—they were 
then getting more atomistic! But this 
was due, I am convinced, to the vagaries 
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of the Census Bureau in three cases— 
men’s clothing, women’s clothing, and 
knit goods; in these cases, a great many 
individual workers were included in 1890 
which had not been covered in 1880. In 
printing and publishing and sugar re- 
fining the trend was genuine; but it is 
ironically true that the 1890 census was 
taken just on the eve of the closing of 
many establishments by the Havemeyer 
trust. Three of these five mavericks re- 
main small-scale today. Second, the same 
procedure applied to value of product 
confirms these results. Fourteen indus- 
tries show a lessened rate of concentra- 
tion, two are as they should be, and 4 
have become more concentrated. Of 
those which have exceeded the rate ap- 
parent in 1890, only two are industries 
which we today consider as highly con- 
centrated. One is cigars and cigarettes, 
the other is meat packing. Boots and 
shoes is one of this group and we hardly 
think of it as an industry exhibiting high 
concentration today. 

It should be objected, of course, that 
any comparison such as I have just made 
ought to be related to the number of 
ownership enterprises, not merely to the 
number of establishments. This would 
be quite proper, but we lack any reliable 
basis for estimating the number of multi- 
establishment enterprises in earlier years. 
To assume, as I think some investigators 
have done, that every establishment was 
an enterprise in 1890 and 1900, whereas 
today each enterprise typically owns 
several establishments, is a gross error. 
If we make some reasonable assumptions 
about the decade 1880-1890 and the 
situation today in the industries studied, 
the results I have given you would not 
be greatly changed. Over half the large 
industries of 1890 would still show a 
lesser rate of concentration, measured 
by the number of enterprises, than would 
have been then forecast. 


What of newer industries, either non- 
existent or relatively small in 1890? I 
have not thought it feasible, without 
further careful study, to shift the base of 
comparison away from the decade 1880- 
1890. It is possible to develop a general- 
ized rate of concentration for the decade 
1880-1890 and use it as a measuring 
stick to determine whether new indus- 
tries in subsequent decades were living 
up to the advance billing of the concen- 
tration “‘bogey.” In making some ex- 
ploratory studies along this line, I have 
been struck by the fact that for every 
new, large industry which has lived up 
to the advertising, there is another of 
equal size and importance which has 
fallen down on the job of getting itself 
concentrated. I therefore am not con- 
vinced that my results for 25 outstand- 
ing industries would be much changed 
by extending the analysis, on a very 
tenuous statistical basis, to 15 or 20 of 
our newcomers. 

I want to shift the ground of discus- 
sion for a moment, to refer to that mear- 
ing of concentration which is “lessening 
of the degree of competition.” This is a 
qualitative judgment, not a statistical 
one, but it needs to be examined in the 
light of a fifty-year period of change, as 
much as do the figures. We are told that 
competition has declined. This has be- 
come almost a postulate of present-day 
economic teaching. One author wrote a 
book a few years ago entitled the Decline 
of Competitio1, in which he did not feel 
it necessary even to argue the validity of 
the premise implied in his title. 

It has not seemed possible to challenge 
these conclusions until recent years. No 
one has been interested in the painstak- 
ing and expensive research necessary to 


1A. R. Burns, Decline of Competition, (New York, 
1936). For a challenging review of this book by W. H. S. 
Stevens, see Columbia Law Review, Vol. 38, p. 1126 
(1938). 
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buttress the assertion that the relative 
degree or intensity of competition had 
not declined. The historical data are 
scarce and difficult to use. Business men 
did not reveal the absence of competition 
in earlier days. Congressional investiga- 
tions, Federal Trade Commission in- 
quiries, and revelations in anti-trust 
suits simply did not exist before 1890. 
Moreover, what material we have is 
non-statistical and hard to present con- 
vincingly. Too many writers assume 
that we can take census data showing a 
smaller or larger number of firms in an 
industry and say, ergo, competition has 
declined, or it has increased. But despite 
the complexity of the question, some 
students have dared to voice the opinion 
that, all things considered, competition 
has actually increased over the past 
fifty years. 

This is a real challenge to the whole 
trend of thought today. Such statistical 
studies as I have just presented help to 
give us heart to make it. Some of the 
lines along which such an inquiry would 
have to be conducted may be briefly 
mentioned. 

(1) We would want to study the ap- 
parent truth that in 1890 competition 
was far more localized than it is today. 
There was almost an entire absence of 
national competition in food, clothing, 
shoes, household equipment such as 
exists today. The range of choice among 
suppliers of these goods was, for the 
great bulk of our population, far nar- 
rower than it is today. Local handicraft 
producers and local tradesmen had ef- 
fective monopoly positions in many 
areas. We know from the history of many 
early firms in steel and iron, furniture, 
clothing material, meat packing, flour 
milling, that they faced no such array 
of competition as would be encountered 
today by a new entrant into any of these 
industries. So far as country areas are 


concerned, no one has seriously chal- 
lenged the assertion that trade was “‘re- 
strained” and “monopolized” by coun- 
try retailers all through the 19th century. 
Not until the rise of mail order firms, 
chain stores, and good roads, which oc- 
curred just when competition is sup- 
posed to have been declining, was the 
rural consumer freed from such local 
monopolies. 

(2) There is suggestive evidence that 
price agreements and other sorts of col- 
lusion among sellers were continually 
prevalent during the period of localized, 
small-scale industry. Do not the profits 
of wholesale firms in the period 1850- 
1900 indicate this? Did local retailers of 
food and clothing engage in fierce com- 
petition in our smaller towns and even 
large cities? Did they face mail order 
and chain store competition as they do 
today? Did importers in New York or 
Boston compete on anything but friendly 
terms in 1860-1890? The knowledge we 
have of large fortunes in those cities 
certainly indicates the absence of tradi- 
tional competition. Was there vigorous 
and sustained competition in the early 
cotton and wool industries, in the textile 
machinery industry, in ocean shipping, 
in fur-trading, in arms and ordnance 
manufacture, in the metal industries? 
All these were important before 1890, 
and historical evidence which we possess 
at least does not prove that competition 
was particularly intense. 

(3) Was there inter-industry competi- 
tion in 1890, since created by a rising 
national income which has expanded the 
average consumer’s range of expendi- 
tures and created scores of new indus- 
tries? Older industries produced neces- 
sities, and their total sales volume was 
more or less fixed by population; there 
was striking parallelism between textile 
output and population growth in the 
1gth century, for example. Where basic 
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necessities are produced and population 
is growing steadily, there is little need 
of competitive struggle to secure con- 
sideration in consumers’ budgets. New 
entrants into such a definitely growing 
industry, confident that its demand 
curve was moving to the right year after 
year, were not feared or attacked. Nor 
were new spending avenues—amuse- 
ments, automobiles, travel, education— 
as yet prominent in luring consumers 
away from established paths of con- 
sumption. 

In the light of these comments, how 
are we to interpret data which show that 
four or eight leaders control substantial 
portions of output in many industries 
(National Resources Committee)? We 
do not have comparable data for 1890. 
But it will take far more than columns 
of percentages of control today to dem- 
onstrate that there is less competition 
with four or eight leaders in control now 
than with fifty then, whose marketing 
area was local only. I can conceive of 
there being greater competition among 
four national firms and a group of local 
competitors in various areas, than there 
was in 1890 when one hundred firms 
may have been divided into fifteen or 
twenty market areas which were care- 
fully controlled by groups of five to ten 
local leaders in each case. Indeed, the 
survival of this condition in such in- 
dustries as ice and dairy products is held 
up today as evidence of absence of com- 
petition therein. 

It may appear that my conclusion 
from the data which I have presented is 
that our present restraints on bigness 
and our public regulatory system ought 
to be relaxed or modified. Hardly, for I 
believe that we face in some directions 
a more pressing need for control than 


we did in 1890. But I believe equally 
strongly that the reason for making 
changes today cannot possibly be an al- 
leged general trend toward a greater de- 
gree of concentration of control than we 
have ever had. That has been the im- 
plication of much published material in 
the past seven years. If we frame the 
question in terms of a rate of increasing 
concentration, just the opposite con- 
clusion is reached. Furthermore, our 
general, non-quantitative knowledge of 
the degree and intensity of competition 
§0 years ago convinces me that our facile 
assumptions of a generalized decline in 
competition simply are not valid. There- 
fore, our steps forward in regulation 
must be aimed at specific problems or at 
specific industry situations. To that end, 
our present method of careful study and 
inquiry is admirably adapted. 


2 Below are listed the industries studied. Each pro- 
duced over 50 million dollars in “Value of Products” 
in 1890. 


1. Lumber & Timber Products 
2. Foundry & Machine Shop Products 
3. Men’s Clothing 

4. Cotton Goods 

5. Printing & Publishing 

6. Iron & Steel Products 

7. Boots & Shoes 

8. Cigars & Cigarettes 

9g. Woolen Goods 

10. Furniture 

11. Flour Mill Products 

12. Knit Goods 

13. Bread & Bakery Products 

14. Silk & Silk Goods 

15. Slaughtering & Meat Packing 
16. Worsted Goods 

17. Agricultural Implements 

18. Women’s Clothing 

19. Malt Liquors 
20. Leather 
21. Chewing & Smoking Tobacco 
2. Paper 
3. Confectionery 
4. Dairy Products, other than Fluid Milk 
5. Sugar Refining 











BIG BUSINESS, ADMINISTERED PRICES, AND 
THE PROBLEM OF FULL EMPLOYMENT 


GARDINER C. MEANS 


Economic Adviser to the National Resources Planning Board 


R. CHAIRMAN and Members of the 

American Marketing Association: 
—I have chosen to speak on the subject 
of big business, administered prices, and 
the problem of full employment. When 
I first selected this title I had planned to 
spend much of my paper on the first two 
subjects, using this opportunity to meet 
the attacks which have been made on 
the figures of corporate concentration 
and price administration which I have 
published.! But the more I thought of it 
the more this seemed a waste of time 
since these figures have increasingly been 
taken to represent an under, rather than 
an over, statement of these two develop- 
ments. Instead I will summarize the re- 
sults of certain new studies in these 
fields and devote the major part of the 
paper to their implications for the third 
subject—that of unemployment. 

In connection with a report on The 
Structure of the American Economy, re- 
cently released by the National Re- 
sources Committee, special tabulations 
were made from corporate income tax 
returns which allowed estimates of con- 
centration to be made which were more 
reliable than any previously existing.” 
Though the work was done under my 
general direction, the statistical results 
are solely those of Mr. Glaser and Miss 
Goldwasser. On the basis of their analy- 


1 Berle, Adolf A., Jr., and Means, Gardiner C., The 
Modern Corporation and Private Property, New York 
1933; also 74th Congress, Ist session, Senate Document 
No. 13, Industrial Prices and Their Relative Inflexibility, 
Washington, 1935. 

2 National Resources Committee, The Structure of the 
American Economy, Part 1—Basic Characteristics, 
Washington, 1939. 


370 


sis of corporate income tax returns, they 
reached the conclusion that in 1929, 200 
corporations controlled 48 per cent of 
the assets of all non-financial corpora- 
tions, excluding from assets the securi- 
ties of other corporations. This figure is 
approximately one point below the crude 
estimate I originally published, but well 
within the limits of error then sug- 
gested.’ 

Although 48 per cent represents a 
very considerable degree of concentra- 
tion the new compilations make it clear 
that the actual concentration over the 
tools of production is very much greater 
than these figures for total assets would 
suggest. If we include under the term 
tools of production all physical assets, 
i.e., the land, buildings and equipment, 
and inventory, the new figures indicate 
that in 1929 the 200 largest corporations 
controlled approximately 52 per cent of 
corporate tools of production. If only 
land, buildings and equipment are in- 
cluded under the term, approximately 
58 per cent were controlled by the 200 
largest companies. Whichever definition 
of the term is taken, it is apparent that 
corporate concentration over the tools 
of production was appreciably greater in 
1929 than is suggested by the figures for 
total assets. 

The new and more reliable figures also 
indicate that there was a very marked 
increase in corporate concentration be- 
tween 1929 and 1933. By 1933 the 200 
largest corporations controlled approxi- 

3 The crude estimate previously published gave a 


calculated figure of 49.2 with the actual figure probably 
between 45 and 53. The more reliable estimate is 47.9- 
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mately 55 per cent of the assets other 
than securities of all non-financial corpo- 
rations and 60 or 64 per cent of the tools 
of production, depending on the defini- 
tion. In 1933, the fixed assets of the 200 
largest corporations in that year were a 
billion and a half higher than the fixed 
assets of the 200 largest in 1929, while 
the fixed assets of other corporations in 
the respective years declined nearly nine 
billion. By 1933 the then two hundred 
largest corporations had thus come to 
control nearly two-thirds of the land, 
buildings, and equipment and _three- 
fifths of the physical wealth owned by 
non-financial corporations. 

Of course, when we point to this star- 
tling degree of concentration among 
corporations, we are dealing only with 
the corporate part of our economy. In 
1933 the 200 largest corporations con- 
trolled less than a fifth of the total 
national wealth, covering under that 
heading the total value of land, build- 
ings, equipment, and inventory. This 
relatively small figure results from the 
fact that approximately half of our na- 
tional wealth is made up of personal prop- 
erty, eleemosynary property, govern- 
ment property and residential real estate, 
none of which is usually classed as a part 
of industry. However, when industrial 
wealth alone is considered, using that 
term broadly to include the railroads 
and other public utilities, mining and 
manufacturing, wholesale and _ retail 
trade, construction, the service indus- 
tries and finance, but excluding agri- 
culture, it appears that in 1933 between 
45 and s0 per cent of industrial wealth 
was controlled by the 200 largest corpo- 
rations. That three-fifths ofnon-financial 
corporate wealth, nearly one-fifth of 
national wealth and nearly half of in- 
dustrial wealth is controlled by 200 
companies, is a fact which any demo- 
cratic solution of the problem of un- 


employment must take into account. 

There has been much discussion of just 
when this corporate concentration oc- 
curred and whether it will continue. I 
cannot get very much worked up over 
this question. I am sure that a hundred 
years ago there was much less concen- 
tration in the national economy taken 
as a whole than there is today. Isn’t the 
increased concentration an integra] part 
of the industrialization of the country 
which Alexander Hamilton so long ago 
recommended as an effective method of 
raising the country’s standard of living? 
There is no clear statistical evidence of 
how much concentration there has been 
at different times or under what condi- 
tions an increase in concentration occurs. 
Some people suggest that increasing con- 
centration is only a boom phenomenon, 
but the evidence from 1929 to 1933 
clearly indicates that it can also occur 
in a period of declining activity. Such 
statistical evidence as I have been able 
to gather suggests that there has been 
a more or less continuous process of in- 
creasing concentration since the World 
War and greater concentration after 
than in at least one year before the War. 

When we turn to more recent years 
and to the future, the question of con- 
centration is also uncertain. In 1934, 
Congress eliminated the possibility of 
filing consolidated income tax returns, 
so that it has become practically impos- 
sible to develop comparable statistical 
material on concentration without a 
tremendous amount of work consolidat- 
ing the returns of each major corpora- 
tion’s subsidiaries. Perhaps such a task 
can some day be undertaken or some 
simpler method of measuring concentra- 
tion can be developed. At the present 
time it is almost as difficult to tell 
whether concentration has increased, re- 
mained the same or declined since 1933 
as to forecast what is likely to develop 
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in future years. Dr. Crum has given us 
a slight clue to the possibilities in his new 
book on corporate profits in which he in- 
dicates that both in boom and depression 
the larger corporations as a group tend 
to have a higher average rate of profits 
or a smaller rate of losses than do the 
medium and smaller corporations.‘ This 
should prevent anyone from being sur- 
prised if there is further corporate con- 
centration. But frankly I am not par- 
ticularly concerned whether there is 
some further increase in concentration 
in the near future or some measure of 
decline in concentration. We actually 
have a high degree of concentration to- 
day and we are likely to have a high 
degree for some time to come. I am 
much more concerned with the problems 
of economic functioning and of effective 
use of resources which are presented by 
this concentration. 

We have long since been told what are 
the conditions under which an economy 
made up of a large number of very small 
enterprises can be expected to function 
effectively. But no one has yet indicated 
the conditions under which an economy 
made up to such a large extent of big 
business can be expected to function 
well. It is this problem with which I am 
concerned and which has led me to draw 
attention to what I have called admin- 
istered prices. 

At the meetings in Chicago five years 
ago, I gave a paper® in which I empha- 
sized first the large body of goods prices 
which were set and held constant for 
periods of time, sometimes long and 
sometimes short, and second the tend- 
ency for prices so set to be held for 
considerable periods of time, i.e., months 

4Crum, William L., Corporate Size and Earning 
Power, Harvard University Press, 1939. 

5 “Price Inflexibility and the Requirements of a 
Stabilizing Monetary Policy,” Fournal of the American 


Statistical Association, June 1935, Vol. XXX, No. 190, 
pages 401-413. 


and even years at a time. I pointed out 
that prices thus set did not necessarily 
or even probably involve monopoly in 
any widely accepted sense of the term. 
Rather, I indicated that the setting and 
holding of prices occurred in such highly 
competitive industries as the automobile 
industry. In order to get away from the 
heat engendered by the monopoly- 
competition controversy, and in order 
to indicate that I was discussing a phe- 
nomenon which was quite different from 
that involved in the monopoly con- 
troversy, I sought a term which could 
be applied to this particular type of 
price formation. The most appropriate 
term would be one which not only sug- 
gested the process whereby an individual 
or company or group set and hold prices 
for shorter or longer periods of time in 
the light of market conditions but also 
emphasized the contrast between this 
process and that by which prices are 
reached through the current interaction 
of buyers and sellers bidding aga:nst 
each other in the market. It would also 
be one which bore no implication of 
monopoly. After consultation and dis- 
cussion with many people, I adopted the 
term ‘“‘administered prices’ as being 
both sufficiently descriptive and_suf- 
ficiently colorless to serve the purpose. 

On the whole, this term has served its 
purpose well. It has focused attention 
on this important characteristic of price 
behavior. True, some individuals have 
tried to make the term administered 
prices synonymous with monopoly 
prices. Other have tried to establish an 
assumption that administered prices are, 
ipso facto, bad prices. Actually price ad- 
ministration is part and parcel of modern 
enterprise. It makes possible some of our 
effective techniques of retail distribu- 
tion—the mail order house, the depart- 
ment store, and the chain store. It is an 
integral part of the efficient handling of a 








u- 
‘t- 


ta 








THE FOURNAL OF MARKETING 


~> 
“SJ 
‘ 

wn 





large proportion of industrial sales. It is 
dificult to imagine any other basis for 
arriving at railroad rates than one of 
rate administration whether set by the 
companies or through public regulation. 
Price administration is thus one of those 
pervasive facts like corporate concentra- 
tion which any student of modern prob- 
lems must recognize. 

The exact extent to which adminis- 
tered prices are prevalent is a matter 
much more subject to discussion. Figures 
I have published on the subject have 
been questioned on the ground that the 
Bureau of Labor Statistics’ data on 
which they were based did not correctly 
reflect actual price behavior. However, 
others working with the Bureau of 
Labor Statistics’ data have confirmed 
my view that while in individual cases, 
the Bureau of Labor Statistics’ data can 
be misleading, on the whole the evi- 
dences of administered prices contained 
in the data are valid for wholesale com- 
modities. For government services, and 
railroad and utility rates, the adminis- 
trative character of prices is obvious and 
recognized. Mr. DuBrul pointed out at 
these meetings last year the extent to 
which retail prices are administered.® 
The prevalence of administered prices is 
thus well established. 

The real problem is concerned with 
their significance. When I originally 
pointed to the extent and relative in- 
flexibility of administered prices, I took 
the position that the increased role of 
such prices in our economy was at the 
root of the demand back in 1932 that 
the government take positive action to 
make the American economy run. 

Two more or less offsetting attacks on 
this position developed. One group of 


® DuBrul, S., “An Analysis of ‘Industrial Prices and 
Their Relative Inflexibility’ by Gardiner C. Means,” 
THE JOURNAL OF MARKETING, Vol. 3, No. 4, April 1939, 
Pages 352-360. 


students pointed out that inflexible 
administered prices have always existed 
in this country and argued that there- 
fore administered prices could not ac- 
count for the present depression. An- 
other group pointed out that we have 
always had depressions and for this 
reason argued that inflexible adminis- 
tered prices could not account for our 
present depression. Each of these lines 
of attack supplies the answer to the 
other. We have always had inflexible 
administered prices in industry and al- 
ways had depressions, so that there is 
nothing in the above arguments to 
prevent inflexible administered prices 
from being at the root of our present 
difficulties. 

The real question as to the facts of in- 
flexible administered prices is whether 
or not their role in our economy has 
greatly increased along with the increase 
in the severity of depressions. On this 
point there can be little doubt. As late 
as 1870 over half of the gainfully oc- 
cupied in this country were engaged in 
agriculture, a field in which administered 
prices are a minor factor, while today 
barely a fifth of the gainfully occupied 
are engaged in agriculture. This shift of 
the country from a predominantly agri- 
cultural to a predominantly industrial 
big enterprise economy has been the 
major shift that has increased the role 
of administered prices. A hundred years 
ago the national economy was charac- 
terized by agriculture, small enterprise 
and market prices even though there 
were some industrial activities, some 
large enterprises and some administered 
prices. Today we have to recognize that 
it is industry, big business, and admin- 
istered prices which give the special 
character to our economy even though 
agriculture, small enterprise, and market 
prices still play a significant role. 

Now in pointing to the dominance of 
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big business and administered prices in 
this industrial age, I am not saying these 
are bad developments. On the contrary, 
I believe they are, on the whole, good 
developments. I drive an automobile 
made by one of the large companies 
which is so much superior to any car 
available a number of years ago and so 
much cheaper than the best at that time 
that I am directly beholden to an in- 
dustry dominated by big companies 
with administered prices. In nearly 
every direction I turn I find contribu- 
tions to my welfare, which would not be 
available to me if it were not for big 
business and administered prices. 

Why then emphasize this form of 
enterprise? In very broad terms the 
answer is quite simple. I do not believe 
that a system of national policies ap- 
propriate to an economy dominated by 
small enterprise and market prices is 
likely to result in effective operation of 
an economy so largely dominated by big 
enterprise and administered prices. 

Adam Smith showed long ago how an 
economy made up of a very large num- 
ber of very small enterprises, organized 
on a basis of flexible prices, could be ex- 
pected to run reasonably well. Under 
such conditions, government had no 
positive responsibility for making the 
national economy run. Its primary re- 
sponsibilities in the economic sphere 
were threefold: 

1) To establish conditions conducive to 
private enterprise by such actions as pro- 
tecting property, enforcing contracts, 
and supplying a safe money medium. 

2) Toinsure the reasonableness of prices 
by enforcing competition where it could 
be effective and regulating or operating 
enterprise in those cases where competi- 
tion was not a satisfactory device. 

3) To supply such services as private 
enterprise could not effectively supply, 
such as police and fire protection, high- 


way construction, and postal service. 

It was presumed that if government 
performed these three functions reason- 
ably well, the market mechanism could 
be relied on to insure reasonably full and 
effective employment of men and ma- 
chines through the automatic adjust- 
ments which it would bring about. 

Throughout the nineteenth century 
and the first part of the twentieth cen- 
tury most policies of our government 
have fitted into one or another of the 
three categories given above. They have 
constituted a system of policies suited 
to an economy made up largely of small 
enterprises and dominantly operated on 
a basis on flexible market prices. 

Today, though the character of our 
economy has changed, policy after policy 
advanced as a recovery measure is still 
based on the system of policies applica- 
ble to a small enterprise—market price 
economy. Yet, as far as I know, no one 
has shown that such a system of policies 
is also applicable to a big business—in- 
flexibly priced economy. If we knew the 
conditions under which such an economy 
could function effectively, I believe there 
would be no great difficulty in develop- 
ing and putting into operation, over a 
period of years a system of policies 
which would lead to reasonably full and 
effective employment of our resources. 

One way to determine these necessary 
conditions is to consider the functions 
which the market was expected to per- 
form in a small enterprise—market 
price economy and see to what extent 
the market mechanism can be expected 
to perform those functions under present 
conditions. In the present paper I cannot 
go very far in this direction, but I can 
open up one line of investigation by 
examining certain of the functions for- 
merly assigned to price flexibility and 
indicate their significance for the prob- 
lem of unemployment. 
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Underlying the system of policies that 
have been developed for a small enter- 
prise—market price economy, there is 
an assumption that price flexibility 
would perform two quite different func- 
tions. First, it was assumed that prices 
would readjust themselves until a rough 
balance between different prices was 
developed, such that different resources 
were directed into different uses in 
socially appropriate proportions. If too 
large an amount of resources were em- 
ployed in one direction and not enough 
in another, relative prices would change 
in such a way as to reduce production in 
the first area and expand production in 
the second. Thus, if too much corn and 
not enough cotton were produced, the 
price of corn would go down and the 
price of cotton would go up so that 
farmers would shift land from one crop 
to the other and thus bring about better 
balance in the use of resources. This 
function is so familiar to you all that I 
do not need to dwell on it except to re- 
mind you that all one can expect in ary 
society is that the balance thus reached 
is a rough and ready working balance. 
No fine adjustments can be expected in 
this complex and changing world, nor 
are they needed to get reasonably good 
balance in the use of resources. 

This fact, that only a rough and ready 
balance can be expected, is important, 
however, because it means that relatively 
infrequent price adjustments could give 
the degree of flexibility necessary to the 
performance of this balancing function. 
If prices were revised but once in six 
months or once a year, there would be 
nothing in this to prevent prices from 
being kept in reasonable balance with 
each other and in reasonable balance 
with wage rates if no problem of unem- 
ployment arose. Automobile prices could 
be kept in approximate line with bread 
prices and with wage rates on the basis 


of annual changes. Improvements in 
technology could be passed on through 
an annual lowering of prices, wage rate 
increases or better quality. Other 
changes in costs or in long run demand 
could similarly be adjusted for by 
periodical changes. Thus, if reasonably 
full employment could be maintained, 
resources could be directed into appro- 
priate uses through a system of prices 
and wage rates which were only gradu- 
ally readjusted to meet changing condi- 
tions. This means that in an economy of 
big business and administered prices, 
prices can be sufficiently flexible to per- 
form this first basic function of price 
flexibility. 

But price flexibility is expected to per- 
form another function which is often for- 
gotten or confused with this first func- 
tion. Price flexibility has been expected 
to insure reasonably full employment of 
manpower and machines. Underlying 
the traditional system of policies is the 
assumption that, whenever a deficiency 
of buying develops from any one of 
various causes and is of such a magnitude 
as to lead to serious unemployment, it 
will be quickly corrected by a general 
drop in prices, in wage rates and in 
profits which would offset the initial 
deficiency of buying, not through affect- 
ing income nor through a differential 
rate of decline of wages as against prices 
but through the increased rea/ buying 
power of the total money supply. 

Because I believe this matter is of 
vital importance to the problem of un- 
employment, I will attempt to sketch 
the steps in this mechanism, trusting 
you to realize that I am greatly over- 
simplifying the adjustment process. The 
steps could be stated as follows: 

1) An initial deficiency in buying 
would result in reduced sales, reduced 
production, reduced employment of men 
and machines and reduced income. 
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2) The decreased sales would lead to 
reduced prices while unemployment of 
men would lead to reduced wage rates 
and unemployment of machines and 
capital would result in reduced profits. 

3) The reduced level of prices along 
with reduced wage rates and profits 
would increase the rea/ buying power of 
the total money supply. 

4) The increased rea/ buying power of 
the money supply would, in the classical 
phrase, make money “redundant,” that 
is, people would have more money in 
their pockets or in the bank than they 
wished to keep on hand in the light of 
their money incomes and the level of 
prices. 

5) The effort to dispose of any extra 
money would mean a demand for goods, 
both capital and consumption goods, in 
excess of that arising from the expendi- 
ture of current income, thereby causing 
a sale of goods in excess of current pro- 
duction. 

6) This in turn would lead to ex- 
panded production, employment, and 
income, thereby tending to offset the 
initial deficiency in buying. 

If the process outlined above were 
carried through to completion it would 
result in full employment, but at a lower 
level of prices, wage rates and profits 
than at the outset. Thus it was pre- 
sumed that an initial deficiency in buy- 
ing relative to available resources would 
set in motion forces leading toward full 
employment and capable of bringing 
about full employment if new forces 
making for a deficiency of buying or 
excessive buying did not develop from 
sources outside of the market. 

This mechanism of employment adjust- 
ment is not clearly brought out in the 
usual economic writings and has not 
received the wide attention that has 
been given to the classical mechanism 
of international trade adjustment, which 





is also presumed to operate through simi- 
lar general revisions of prices, wage 
rates, and profits. I fully realize that in 
referring to this mechanism as a part of 
the traditional analysis, I will be chal- 
lenged by some who will claim that no 
such mechanism was envisaged. Yet it is 
only on the assumption of such an em- 
ployment adjustment mechanism that 
any real meaning can be given to the 
classical contention that general over- 
production is impossible except as a 
temporary and self-correcting develop- 
ment. 

If I am correct in suggesting that the 
traditional system of policies really did 
rely on such a mechanism to insure 
reasonably full employment, and I be- 
lieve I am, then it is important for us to 
consider whether this mechanism can be 
expected to operate in the presence of 
big business and relatively inflexible 
administered prices. 

Assume first that our whole economy 
operated on a basis of prices and wage 
rates that were revised only every six 
months or a year and were, therefore, 
insensitive to short run changes in buy- 
ing. Under these conditions, how effec- 
tively could this employment adjusting 
mechanism be expected to work? As far 
as I can see, one would expect the follow- 
ing developments to result from an ini- 
tial deficiency of buying of the type 
which could be corrected by a general 
decline in prices, wage rates and profits: 

1) The first reaction would be the 
same as in the case of flexible prices, 
namely, a decline in sales, a decline in 
production, a decline in employment of 
men and machines, and a decline in 
income. 

2) Since in the initial period of six 
months or a year, there would be no de- 
cline in prices or wage rates, the initial 
deficiency in buying would not be di- 
rectly corrected and the decline in in- 
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come would lead to further decline in 
sales, production, employment, and in- 
come. 

3) Asa result of the decline in income, 
the money supply would become re- 
dundant since, with reduced incomes, 
the individuals in the community could 
not afford to keep as large a supply of 
money on hand. 

4) Because of this redundancy of 
money, individuals or enterprise with 
reduced incomes would spend part of 
their cash on hand, in addition to their 
current incomes, thus bringing about 
buying in excess of current production 
and thereby correcting the initial de- 
ficiency in buying sufficiently to bring 
the downward spiraling of sales, produc- 
tion, employment, and income to a halt. 
It should be noticed, however, that in 
this case money became redundant only 
because of the reduced real income so 
that it cannot be expected to start an 
upward spiral involving increased real 
income. Rather, a new stable condition 
is reached not at a lower level of prices 
and money income accompanied by a 
stable level of real income and full em- 
ployment, but through a lower level of 
production and real income accom- 
panied by idle men and idle machines. 

It can also be shown that under such 
circumstances, such price readjustments 
as occur at the end of the six months or 
annual period will never catch up with 
the income reducing effect of the initial 
deficiency of buying since the reduced 
volume of business handled will have in- 
creased unit costs sufficiently so that no 
correcting forces put in motion by the 
initial deficiency in buying will catch up 
with the deficiency except those operat- 
ing through reduced real income. For 
this reason an initial deficiency in buying 
could result in permanent unemploy- 
ment unless some outside force, fortui- 
tous or otherwise, came into operation to 


produce an upward spiral of activity, a 
force which might be only sufficient to 
bring partial recovery or might be suffi- 
cient to bring full recovery or even exces- 
sive expansion. 

While I have here contrasted the 
operations of the employment adjust- 
ment mechanism under conditions of 
complete price flexibility and under con- 
ditions of complete short run price in- 
flexibility, our actual economy is a mix- 
ture of the two conditions. Part of it, 
particularly agriculture, operates on a 
basis of flexible prices, part operates on a 
relatively inflexible price basis and part 
operates on a basis of prices with inter- 
mediate degrees of flexibility. When the 
employment adjustment mechanism is 
considered under these more complex 
conditions, the same type of analysis 
leads to the conclusion that an initial 
deficiency of buying of the above sort 
would correct itself partly through 
lowered prices in the flexible area and 
partly through reduced production and 
employment in the inflexible area with 
intermediate developments in the inter- 
mediate area. The importance of this 
conclusion lies in the suggestion that the 
deficiency in buying would, in part, 
work itself out through creating unem- 
ployment and that there would be noth- 
ing inherent in the initial deficiency 
which would return activity to a condi- 
tion of full employment. Statistical 
studies show that the actual behavior 
of prices and production tend to con- 
form to what this analysis would lead 
one to expect, prices dropping most in 
the industries with flexible prices and 
production dropping most in the indus- 
tries with flexible prices and production 
dropping on the whole most in the in- 
dustries at the inflexible end of the price 
scale. Even the National Industrial Con- 
ference Board study of individual com- 
modity behavior supports this state- 
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ment, as is made clear when the data is 
converted to an industry basis, thereby 
minimizing the random influences af- 
fecting prices and production and em- 
phasizing the general factors.’ 

Now if this general analysis stands up 
under attack—and I am sure it will be 
attacked—it is of considerable im- 
portance for the problem of full em- 
ployment. It indicates one point at 
which a system of policies appropriate 
for an economy of big business and rela- 
tively inflexible administered prices 
would have to differ from the system 
appropriate for an economy of small 
enterprise and market prices. Under 
present conditions the traditiona] em- 
ployment adjustment mechanism can- 
not be expected to operate effectively 
and some new technique must be de- 
veloped to correct the types of buying 
deficiency which, under conditions of 
small enterprise and market prices, 
could be corrected through general 
changes in the levels of prices, wage 
rates, and profits.*® 

In thus developing certain implica- 
tions of big business and administered 
prices for full employment, I have em- 
phasized only one of the various adjust- 
ment mechanisms which have tradition- 
ally been relied on to keep our economy 
on an even keel. Can the classical mecha- 
nism of international trade adjustment, 
which also relies on general price 
changes, work equally well for an 
economy of big business and adminis- 


7 National Industrial Conference Board, The Con- 
ference Board Bulletin, “Price Flexibility and Changes 
in Production,” Vol. XIII, No. 5, February 20, 1939. 

8 It should be noted here that reference is made to 
lower levels of profits not a decline in the rate of profit. 
If the prices of capital goods were lower, the money 
necessary to finance a given new undertaking would be 
less and the money return derived from the given pro- 
ductive activity could be less because of the lower level 
of money values even though the rate of return on the 
investment was the same as that existing on previously 
made investments before the readjustment of prices. 





tered prices—or is some other mecha- 
nism of adjustment actually in operation 
or required? The efficacy of the tra- 
ditional savings-investment balancing 
mechanism has been questioned on the 
ground of a maturing economy. Should 
it also be questioned on the grounds of 
short run price inflexibility? What other 
short run adjustment mechanisms are 
implicit in the traditional system of 
policies? And in what ways must the 
traditional system of policies be modified 
in order to insure reasonably full em- 
ployment of our resources of manpower, 
of managerial ability, of industrial plant 
and natural resources under conditions 
of modern industry? It is along this line 
of investigation that I think we may be 
led to a reasonably satisfactory demo- 
cratic solution to the problem of full 
employment. 


Discussion: Blackwell Smith 


The subject of the meeting, as I 
understand it, is bigness. 

Dr. Livermore has discussed the ques- 
tion of how much bigness there is rela- 
tive to the increase in size of our economy 
as a whole. His report was fascinating. 
Dr. Tucker has discussed big business in 
competition. I feel he is on a tack im- 
portant to true thinking, in trying to 
redefine competition in realistic terms. 

Dr. Means has made a further im- 
portant contribution to the accumula- 
tion of evidence as to where we are 
trending in terms of concentration. 

The contributions of Messrs. Tucker, 
Livermore and Means are essential ef- 
forts to extend our observation as to 
what is really so in the extent of bigness 
in industry and the kind of activity to 
be expected in competition between 
dinosaurs. 

I am mainly interested, however, in 
the question of performance of big 
business (and little business as well, al- 
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though it is not the subject of the eve- 
ning) in meeting the objectives which we 
really want to serve. I am ready to settle 
now for any given degree of bigness that 
does in fact, for whatever reason, tend to 
give us what we want. 

Mr. Means more than the others has 
concentrated on what difference it all 
makes in deterring or accomplishing 
what we want to accomplish with our 
economy—especially stressing full em- 
ployment. 

One comment, inadequate as it must 
be, should be addressed to Dr. Means’ 
theory that the function of price in pro- 
moting full employment can only be 
performed by relatively quickly adjust- 
ing prices. The thought that there is any 
favorable mechanical reaction of buying 
to quickly dropping prices where de- 
mand has dropped underrates the im- 
portance of two factors: One factor is the 
psychology of panic, largely in business 
buyers for inventory, that may well be 
accentuated by quick price drops and 
retarded by steady prices. The other 
factor is the nature of demand in such a 
large part of industry which has no use 
for goods at any price, where business is 
pocr. 

I would go about it differently, how- 
ever. My process would be to start with 
the question: What do we want from 
big business and then proceed to ob- 
servation of what we get to see how that 
compares. 

Strangely enough, there is no one 
statute and no combination of statutes 
regulating business that states compre- 
hensively what we want to result from 
regulation of business. Likewise, I have 
listened to economists and read in eco- 
nomic writings largely in vain, to be told 
factually whether we actually get de- 
sired results out of big business as well as 
can be gotten. 

I should like to start over and build a 


set of standards from the ground up as 

an effort to state at one time and place 

what we really want. 

The main standard has been pioneered 
by the National Resources Board with 
the help of Dr. Means. As put in my 
own words, it would be: The best practi- 
cal use of our national resources, human 
and material. 

All other standards are subsidiary to 
this one. However, we only start making 
headway in grappling with the problems 
which the standards raise when we 
break the standards down to manage- 
able size. Broken down, I think the fol- 
lowing would generally be agreed upon 
as one way of expressing what we want: 

(1) Maximum production and distribu- 
tion of goods and services. 

) Maximum employment. 

3) Fair return to workers and decent 
working conditions. 

(4) Fair return to investors. 

(5) Good quality of goods and services. 

(6) Low price. 

(7) Such policy behavior as tends to 

stabilize production and distribution 

and therefore employment. 

(8) Fairness of one competitor to another 
and to consumer, in competitive and 
marketing practices, including free- 
dom from an abuse of bigness. 

(9) Competition enough to promote effi- 
cient compliance with tests (1) to 


(8). 


If I am right in thinking that this is 
what we want from big business, as well 
as other business, it would seem that 
distinctions between big saints and big 
sinners then should be rather simple 
because we could simply inquire for each 
industry or concern whether it is giving 
us each of the nine things listed. Making 
due allowance for human frailty, the 
industry or concern would get a passing 
score at something much less than 


100%. 
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Unfortunately, it is not simple to 
work these or any other standards. The 
types of difficulty that arise fall into 
three categories and they are so baffling 
that most people despair when they try 
to solve them. 

The first important type of difficulty 
is that the facts are not known as to any 
industry sufficiently well to enable the 
answering of the nine questions. 

This difficulty is greatly increased 
when you seek to compare big concerns 
with the balance of their several indus- 
tries as most of the data that is available 
is for an industry rather than the ele- 
ments in the industry. A related diffi- 
culty is that little data is broken down 
by individual products, most data being 
spread over a range of products which 
add up into an industry. 

The second important type of diffi- 
culty that arises is that the standards 
all turn out to be relative. We are not 
dealing with absolutes in this field, as- 
suming that we are talking about actual 
business instead of economic theory. An 
apparently insurmountable difficulty 
arises from the discovery that each 
standard, constituting as it does an 
overly simple way of stating what we 
want on the particular subject, dissolves 
into confusion or reversal] when pushed 
toward its extremes. This is true even 
when stated in terms of seemingly satis- 
factory trends. For example, we would 
like to have an increasing trend of pro- 
duction of goods or services, but we 
would not like to have so much increase 
of production at any given moment 
relative to actual consumption and ca- 
pacity to distribute that markets are 
glutted. If production exceeds practica- 
ble distribution and consumption to this 
extent, it is impossible to get a price for 
the goods that will sustain the opera- 
tion of production, including fair return 
to workers and decent working condi- 


tions and fair return to the investors. 

Taking another example, we want 
“good quality of goods and services” 
but, to use a perhaps hackneyed illus- 
tration, if Ford had manufactured the 
equivalent of Lincolns from the begin- 
ning, with no compromise on quality, 
we might never have gotten the mass 
production market going in automobiles. 

The long and the short of it is that ap- 
plication of each standard, if carried to a 
logical extreme, runs into diminishing 
returns and usually actual reversal. 

Where then does all this bring us out? 

As I see it, the tendency of each 
standard and each objective, when pro- 
jected, to run into conflict with its fellow 
standards, and the tendency to be less 
desirable, even to the point of being 
positively objectionable, makes it im- 
possible at this stage to write a rigid 
code of demands on big business. 

On the other hand, a middle ground 
must be found for practical living rela- 
tions between government and big 
business. I think there is a clear gain in 
expressing and recognizing realistic prag- 
matic tests of industry, as opposed to the 
legalistic ones or the theoretical eco- 
nomic, or the vague general standards of 
public interest. I think it would help if 
these objectives should be recited with- 
out mandatory effect in some statute. 

Since we are now terribly weak on 
observation, as to whether we are really 
getting what we want, I think also that 
an agency should be set up, in the nature 
of a Bureau of Industrial Economics in 
the Department of Commerce to grap- 
ple with the problems which I have 
discussed. Such an agency would first 
have to try to find out about given in- 
dustries and given large concerns and 
given products to the extent necessary 
to enable it to see how well the nine 
standards that I have mentioned were 
being met. Much essential data for such 
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purposes could only be given under real 
protections of confidence. The agency 
would have to work out the problems as 
a living reality in order to judge soundly 
as to when the trend of increasing pro- 
duction or low price, to mention only 
two, were at the moment in or out of 
bounds. 

What the agency would do about its 
knowledge and its application of stand- 
ards is another question. It may have 
the aspects of a mountain laboring and 
giving forth a mouse to suggest that 
such an agency ought in the first years 
only discuss with the interested indus- 
tries and governmental agencies the im- 
plications of the fact situations that 
developed—trusting that understanding 
of the merits will do much to insure con- 
formity thereto, both by government 
and industry. However, this is about as 
far as can be gone at the moment with 
complete sympathy between liberal busi- 
nessmen and the government. 

Personally, I feel that it would be to 
great public advantage if any programs 
or courses of action standing the test 


of such conversations were endowed 
with immunity from the criminal and 
triple damage sections of the anti-trust 
laws, but I suppose that this is politi 
cally inexpedient at the moment. 

I have an alternative suggestion which 
may have some merit and that is that, 
based on the discussions and the picture 
of facts evolved by the Bureau of In- 
dustrial Economics, the Department of 
Justice and the industry be permitted 
by statute to enter into a “Closing 
Agreement” as to the status under the 
anti-trust laws of the program or course 
of action under discussion, in just the 
same way as is now done under the In- 
ternal Revenue statutes as to the status 
of a taxpayer under the revenue laws. 
Such agreement between the Depart- 
ment of Justice and any part of industry 
would only be binding if so agreed to by 
the Department and if free from all mis- 
representation from the industry side. 

This calls for further discussion which 
is inappropriate at this stage in the pro- 
ceedings of the evening. Accordingly, I 
return you to your Chairman. 
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controversy with Professor C. F. Phillips in the October, 
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HERE has been a growing interest 
5 poh students of marketing in the 
possibility of using the theory of monop- 
olistic competition as a theoretical tool 
for marketing problems. Some analytical 
frame of reference has been sorely needed 
in marketing; to too great an extent the 
field has been purely descriptive. The 
theory of monopolistic competition of- 
fers the hope of greater usefulness than 
the orthodox economic theory of pure 
competition. In particular, where mo- 
nopoly elements are present there are 
negatively-inclined individual average 
revenue curves, permitting individual 
discretion in setting prices along those 
curves. A technique of price policy has 
been developed embracing the large 
field of trade-marked goods and whole- 
sale and retail trade, where formerly 
economic theorists presumed that the 
market determined the prices for all 
sellers except those of the orthodox 
monopoly type. And yet the price tech- 
nique indicated by writers on monopo- 
listic competition does not appear to 
agree with the price policies described by 
marketing writers. It is the purpose of 
this paper to attempt to explain the 
discrepancy, and to evaluate the theory 
of monpolistic competition as a market- 
ing tool. 


I 


The general pricing principle of the the- 
ory of monopolistic competition is that 
marginal revenue should be equated 
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with marginal cost.! The logic is that 
output should be expanded until the 
last unit just adds enough to the total 
revenue to pay for its addition to the 
total costs. One less unit would more 
than pay for itself, and one more unit 
would less than pay for itself. And yet 
merchants do not, at least consciously, 
use the technique of pricing where 
MC=MR. It is doubtful if many of 
them would know how to compute their 
marginal costs and marginal revenue. 
They could, nevertheless, arrive at the 
same result from a computation based 
on average costs and revenue as one us- 
ing marginal figures. That is, if the 
average cost curve and average revenue 
curve are given, and from them is com- 
puted the price that will give the great- 
est total profit (by considering the profit 
per unit multiplied by the number of 
units), this price will be the one that 
would be established by pricing where 
MC=MR-.? 

But even this is not done. The basic 
pricing policy most commonly used by 
merchants is the average mark-up 
policy. To the invoice price of goods is 
added a mark-up that is calculated to 
cover the merchant’s other costs, and his 
desired profit, and allow for mark- 
downs. There may be a different mark- 
up for each item, or for items in differ- 
ent classifications, or the same mark-up 


1 See especially Joan Robinson, The Economics of Im- 
perfect Competition (London: Macmillan, 1933) p. 51; 
and Edward H. Chamberlin, The Theory of Monopolistic 
Competition (2nd edition: Cambridge: Harvard, 1936) 
p. 14. For an excellent selected bibliography on the 
whole subject, see Chamberlin. 

2 Joan Robinson, op. cit., p. 54. 
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may be used for all items.’ In this latter 
case, of course, exceptions will be made 
for individual items. 

Now, this type of pricing procedure 
need not be inconsistent with the 
“correct” policy indicated by the theory 
of monopolistic competition. If a sepa- 
rate mark-up is used for each item, this 
mark-up could be calculated so as to 
make marginal cost equal marginal 
revenue. But typically a separate per- 
centage of mark-up is not used for each 
item, and the prices are not the ones 
that would theoretically yield the maxi- 
mum profit. There are a number of rea- 
sons for this, of which the following are 
suggested as being of great importance: 

1. Anticipation of competitors’ responses. 

2. The importance of overhead costs. 

3. Ignorance of the demand curves. 

4. The interrelation of demand. 


These points will be discussed in turn in 
the following sections. 


I] 


A seller cannot regard his existing 
AR curve as fixed independently of his 
price. If he proceeds to set his most 
profitable price in a given demand situa- 
tion, he will typically find that com- 
petitors will respond, thus changing his 
own AR curve. Chamberlin has desig- 
nated as “oligopoly” the situation in 
which each seller finds it wise to consider 
the effect of his own actions upon the 
adjustments of competitors.* Chamber- 
lin’s own analysis does not place great 
emphasis upon oligopoly, because he 
feels that it is limited to markets in 
which the number of sellers is small. He 
points out however that there is a “‘chain 


° “Pricing at a set average mark-up over cost is the 
rule most frequently reported by chains,” Federal Trade 
Commission, Final Report on the Chain Store Investiga- 
tion, Senate Document no. 4, 74th Congress, Ist Ses- 
sion (1934) p. 33. 

* Chamberlin, op. cit., p. 8. 


relationship” between merchants, such 
that even though there are a great many 
of them in the market, each is in close 
competition with only a few others. 
Each manufacturer, likewise, is in close 
competition with others in respect to the 
degree of differentiation of product. 
Oligopoly and anticipation of competi- 
tors’ responses must be the general case 
for merchants and manufacturers of 
branded goods. 

The result is that such sellers do not 
price for the greatest momentary gain, 
but mark up their wares by the cus- 
tomary percentage, and trust that other 
sellers will do likewise. The customary 
percentages on particular types of goods 
tended, in the past, to become fixed at 
the point that would permit the “‘typi- 
cal” merchant, when doing his “normal”’ 
volume of business, to cover his over- 
head costs and make necessary profits. 

And yet many sellers do not respect 
this custom. The pressure of falling 
sales volume resulting from depression, 
and the emergence of new forms of 
marketing have resulted in a breaking 
down of the customary mark-ups. But 
when the conventions of oligopoly are 
destroyed, the situation becomes a game 
in which A wonders what B will do in 
response to certain moves. As Mason 
points out, elaborate theoretical specu- 
lation on this problem seems somewhat 
fruitless.° 

Such “‘heedlessness” of the responses 
of competitors may lead to destructive 
price cutting. This is more likely, and 
more destructive, under conditions of 
monopolistic competition than would be 
the case under pure competition, for a 
seller may spoil the market by selling at 
a price that he thinks will cover prime 
and supplementary costs and yield him 


5 Edward S. Mason, “Price and Production Policies 
of Large-Scale Enterprise” American Economic Review, 
Supplement, v. 29, no. 1 (March, 1939), p. 64. 
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a profit, but when his price cut is met 
by competitors they find themselves all 
selling at a loss. The Fair Trade laws 
constitute an attempt to prevent a 
minority of price cutters from destroy- 
ing the customary mark-ups, and to en- 
force the oligopoly adjustment. 

A further significant result of oligop- 
oly is the decreasing importance of 
price competition. In anticipation of re- 
sponses of their rivals, sellers tend to 
keep their quoted prices steady. The 
competition takes place in the less con- 
spicuous terms and conditions involved 
in the sale, e.g., discounts, credit, ad- 
justments, post-dating and pre-dating, 
gifts, free deals, free equipment, sam- 
ples, trade-ins, guarantees, and the like. 
Thus elaborate theoretical analysis of 
quoted prices may miss the important 
elements of competition.® To include all 
of these things under the heading of 
“product differentiation” as Chamberlin 
does may yield a satisfactory theoretical 
result, but it cries out for further em- 
pirical investigation. 


Ill 


Overhead costs would not be con- 
sidered at all in the “correct” short-run 
price policy.’ The reason is that over- 
head costs do not change with an 
increase in volume; the marginal cost 
curve measures the increase in total cost 
caused by an increase in variable costs. 
The seller is presumed to price in such 
fashion as to gain as great an excess of 
total revenue over total variable costs 
as possible. If this excess covers over- 
head costs and leaves a net profit, ex- 
cellent; if not, at least it is the best that 
can be done under the given condition 
of demand and cost. 

The average mark-up system is not 
based upon such reasoning. Under it the 


6 Ibid. 
7 Robinson, op. cit., p. 47. 


merchant consciously marks up his 
wares by an amount calculated to cover 
overhead costs. He does not attempt to 
gain the greatest possible profit at each 
moment, and on each item. Rather, he 
attempts to cover his overhead plus a 
fair profit over a period of time and over 
the assembly of items handled. 

An important consequence of this is 
that the pricing of one item affects the 
prices of others. Under the accepted 
theory of monopolistic competition the 
price of each item would be independent 
of the prices of other items produced or 
sold by the same entrepreneur. The 
seller would base his price for each item 
upon the demand for that item and the 
variable costs attributed to it. Abso- 
lutely correct pricing would demand a 
computation of the average variable 
costs of selling different volumes of each 
item, so that the price could be set that 
would yield the greatest excess of total 
gross revenue over total direct costs. 
Some attempts at such precise cost ac- 
counting have been made, e.g., the Louis- 
ville Grocery Survey of the Department 
of Commerce. But in the main the 
merchant may regard all of his costs as 
overhead costs, in respect to any one 
item, except the cost of the goods them- 
selves. Within realistic volume ranges 
an increase in the sales of any one item 
will not appreciably change any costs 
except the cost of goods. But merchants 
do frequently allocate overhead costs. 
Under this system, if one item does not 
bear its share of overhead, then other 
items must be priced to carry the bur- 
den. There follow several interesting 
implications that would not follow from 
the received theory of monopolistic 
competition. If a “stop price” is set on 
one item or one group of items, through 
resale price maintenance contracts, it 
may encourage the practise of setting 
lower prices on other items, by removing 
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some of the burden of overhead costs 
from them.® If loss-leader selling is ef- 
fectively prevented by Unfair Practices 
legislation, it may result in lower prices 
on other items. If the large-scale dis- 
tributors are not permitted, by the 
Robinson-Patman Act, to enjoy dis- 
criminatory discounts on some items, 
they may be led to raise prices on other 
goods. If manufacturers are forced to 
include a proportionate share of their 
overhead in their prices to mass dis- 
tributors, they may lower their prices 
to small dealers. None of these results 
would follow from the cost side of the 
analysis of the accepted theory of monop- 
olistic competition; the first two cases 
could possibly be explained on the 
MC=MkR principle, if, as is pointed out 
later in this paper, an assembly of items 
and interrelation of demand be taken 
into account, but this was not done in 
the work of the founders of the theory of 
monopolistic competition. 


IV 


Perhaps the severest limitation upon 
the usefulness of the theory of monop- 
olistic competition, from the marketing 
point of view, is that it assumes knowl- 
edge of the demand curve. Marketing 
students would give a great deal to 
discover a method of ascertaining how 
much of a given commodity could be 
sold at each possible price. Statistical 
methods of deriving demand curves have 
been advanced by many writers.’ But 
it is never possible to be sure that the 


8 See E. T. Grether, “Resale Price Maintenance and 
the Consumer,” The American Marketing Journal, v. 2 
(July, 1935), pp. 144-49. 

® See H. B. Teegarden, “How Radical is the Patman 
Act?” The Nations’ Business, June, 1937. 

10 Henry Schultz, Statistical Laws of Demand and 
Supply with Special Application to Sugar (Chicago: 
Univ. of Chicago Press, 1928). 

Mordecai Ezekiel, “Statistical Analyses and the 
‘Laws’ of Price,” Quarterly Fournal of Economics, v. 42 
(1927-28), pp. 207-12. 


demand itself has not changed during 
the period of study." Moreover, these 
studies have been concerned with agri- 
cultural prices, for a whole market. For 
a single seller of a branded good to as- 
certain his individual AR curve must be 
much more difficult. If he attempts to 
experiment by changing prices, buyers 
notice the manipulation, and some will 
wait for a lower price, and those who 
bought at a higher price resent subse- 
quent reductions. Worse, the seller can 
seldom be sure of his rivals’ reactions to 
his prices. Even if he were, he could not 
be sure of how a given price change by a 
rival would affect his own sales. Nor 
could he be sure of the time lag that he 
might expect before his price change 
would lead competitors to change their 
prices, or the time lag between the 
change in competitors’ prices and the 
resulting effect on his own sales. 

Writers on the theory of monopolistic 
competition have recognized, of course, 
that sellers cannot make much more 
than a shrewd guess at their demand 
curves. However, they have felt forced 
to assume knowledge in order to con- 
struct a rational price theory. For a 
logical construction, such a_ premise 
would seem to be the best that could be 
made. It is, however, because sellers do 
not know their demand curves that 
there arises in business the common, if 
“illogical” belief that prices should be 
on a “cost plus” basis. The philosophy, 
if not the motivation, behind the 
Robinson-Patman Act is that prices 
should equal cost plus a fair rate of 
profit. A seller operating on this notion 
would have a very simple pricing prob- 





Holbrook Working, “The Statistical Determination 
of Demand Curves,” Quarterly Fournal of Economics, 
Vv. 39 (1924-25), pp. 503-43. 

Henry L. Moore, Economic Cycles, Their Laws and 
Cause (New York: Macmillan, 1914), Ch. IV. 

11 See J. M. Cassels, Economic Fournal, v. 43 (Dec. 
1933). 
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lem if his average costs were constant. 
He would merely mark up for the going 
rate of profit in his field and sell as much 
as the market would take. If his average 
costs are not constant, however, he will 
find that he cannot ignore the demand 
curve. A per cent of mark-up that 
would cover overhead costs at one vol- 
ume may not do so at others. 

Practically, merchants can price on a 
cost-plus basis with a much greater de- 
gree of success than would be imagined 
from the foregoing considerations. If a 
raised cost curve makes it appear 
“necessary” to a merchant to raise his 
price, he may find that his sales are al- 
most as great at the higher price as be- 
fore. This is because all his close com- 
petitors, acting on the same “‘cost plus” 
basis, raise their prices too, to absorb 
the higher cost. Thus no one merchant 
loses sales volume to the extent that 
would be indicated on his original AR 
curve, based upon the condition of fixed 
prices of competitors. The decrease in 
total consumer purchases may be con- 
sidered slight by the individual seller, 
since each seller bears his share of the 
decrease. 

A seller under monopolistic competi- 
tion who knows his AR curve will not 
have a supply curve, but will offer only 
one quantity, at one price, the most 
profitable one.” A seller who knows only 


12 This may seem no different from the case of pure 
competition, for at a given market price the seller under 
pure competition will offer only one quantity, the most 
profitable one; as the market price changes different 
points on the supply curve come into evidence. The dif- 
ference is that under pure competition it is possible to 
construct a supply curve without knowing the demand 
curve; under monopolistic competition it is not. The 
reason is that under pure competition the AR curve is 
a horizontal line, identical with MR. The MC curve is a 
supply curve, for at the intersection of MC and MR, 
AR, being equal to MR, is also equal to MC. Thus the 
MC curve shows the quantities that will be offered at 
various prices, and fits the definition of a supply curve. 
Under monopolistic competition the MC curve is not 
a supply curve, for the price determined by the inter- 


one point on his demand curve should 
be willing to sell at other prices only if 
the quantities sold would result in a 
greater volume of net profit than at the 
demand point of which he is aware. 
This results in a supply curve that is an 
“indifference curve,” all points on which 
will yield the same total net profit as 
the known point. 

Quantity discounts are based on such 
an idea of an indifference curve. If a 
seller knew his demand curve and were 
free to discriminate he would not offer 
quantity discounts.’* He would set dif- 
ferent prices for different buyers, setting 
each price at the most profitable point 
on the buyer’s demand curve, and offer- 
ing the buyer no choice of other prices 
and quantities. It might appear that the 
seller could offer each buyer a schedule 
of prices for different quantities, and 
that the inducement of the discount 
might cause the buyer to take a larger 
quantity than he otherwise would have. 
This, of course, is true; but the demand 
curve, if known, shows exactly that- 
the quantities that the buyer will take 
at each price. And there can be only one 
price-and-quantity point that will yield 
the seller the maximum total profit 
(except, of course, in cases of multiple 
intersection of MC and MR). The seller 
should offer the buyer the most profit- 


section of MC and MR does not lie along the MC curve, 
but along the AR curve, which is not identical with the 
MR curve. Thus, for each possible demand curve there 
is a different supply price; to connect these supply 
prices would not yield a supply curve, for the supply- 
price points are scattered in accordance with the great 
variety of possible negatively-inclined AR curves. 

13 Perfect price discrimination would mean selling 
each separate unit of output at a different price. For 
ordinary purposes discrimination may be defined as “‘the 
act of selling the same article, produced under a single 
control, at different prices to different buyers.” See 
Joan Robinson, op. cit., Ch. 15. Discrimination is feas- 
ible only when the buyers can be separated from each 
other, so that there is no shifting. It is always more 
profitable than selling at a uniform price, so long as 
there are different elasticities of demand of different 
buyers. 











THE FOURNAL OF MARKETING 





387 





able price, and no other. It might also 
appear that the seller must offer quantity 
discounts, for if he does not he will lose 
business to competitors who do. This, 
however, is also shown on the AR curve. 
Whatever the conditions of competition, 
the seller’s AR curve shows the amounts 
that he can sell at various prices; and he 
should select the price that yields him 
the greatest profit. 

The differences in cost resulting from 
selling different quantities must be con- 
sidered, of course. But it is still true that 
when the average direct costs of selling 
various quantities to a given buyer are 
subtracted from that buyer’s demand 
curve, a net average revenue curve is 
left, along which there is only one most 
profitable price. Prices calculated in this 
way, far from resulting in quantity dis- 
counts, may indicate a lower price for a 
small buyer than for a large one. In 
spite of savings through selling in quan- 
tity, a low price to a large buyer may not 
be desirable, because of an inelastic de- 
mand curve, while a reduction to a small 
buyer may result in a significant increase 
in his purchases. The height of the price 
to each buyer should not be based upon 
the absolute quantity of his purchases, 
but upon the elasticity of the net aver- 
age revenue curve, the higher prices 
being charged in the less elastic markets 
and the lower prices in the more elastic 
markets. In other words, a quantity dis- 
count should not be a free gift to the 
large buyer, but a method of stimulating 
larger purchases, to be granted to large 
or small buyers with regard to the de- 
gree in which it actually does stimulate 
larger purchases. Whether or not com- 
petitors are granting discounts, will of 
course be reflected in the demand curve 
of each buyer. If those demand curves 
were known, the seller would merely set 
his prices on the basis of the elasticities 
of the different curves. 


In the absence of knowledge of the 
demand curves, quantity discounts are 
frequently used as a rough means of 
discrimination. But such discounts yield 
the same price to all who buy the same 
quantity, regardless of the shape of the 
remainder of the demand curves. Of 
course under the Robinson-Patman Act 
the seller may be prevented from dis- 
criminating freely, and since the quan- 
tity discount based on difference in cost 
is permitted, he may find it more profit- 
able to grant such discounts than to sell 
at a uniform price to all buyers. But, to 
repeat, quantity discounts would not be 
used if there were freedom to discrim- 
inate, and if the seller knew the demand 
curves of all buyers. 

V 

A fourth variable in the problem of 
correct pricing that is not included in 
the theory of monopolistic competition 
but that figures conspicuously in sales 
and marketing literature is the effect of 
an actual, existing price upon the de- 
mand curve at later periods, and upon 
the demand for other goods. It is usually 
assumed that price affects the quantity 
demanded, but not the demand curve; 
that a change in price will affect the de- 
mand “in the market sense” but not 
“in the schedule sense”; that the de- 
mand curve is subject to reversible price 
change, the price moving up and down 
the curve without changing the curve 
itself. This is not always true. Under 
conditions of consumer irrationality and 
lack of knowledge, a change in price may 
change the demand curve. The reasons 
are: (1) that consumers derive some no- 
tion of quality from the price, (2) they 
are eager to secure at a lesser price a 
product whose quality is attested by 
a former higher price, (3) they react 
unfavorably to a rise in price, and (4) 
they may regard a change as indicating 
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a continuous trend. These propositions 
are not, of course, universally true. To 
the extent that they are true, the most 
significant conclusion is that a cut in 
price is often the result of a short- 
sighted policy. The temptation to 
make such a cut may be great, in order 
to secure the immediate “bargain” ap- 
peal. But the result is that it is difficult 
to restore the former price. The reasons 
are that there is a consumer resistance 
to increases in price, if satisfactory sub- 
stitutes are available, that some buyers 
may be disposed to postpone their pur- 
chases until the price falls again, that 
some customers who bought at the 
original price became disgruntled when 
the cut was made, and that the lower 
price may have carried an implication 
of lower quality. 

An imponderable in the situation is 
the memory of consumers in respect to 
former prices. In some cases they may 
quickly forget the change and become 
adjusted psychologically to the new 
price. In others, the former price may be 
remembered for years as the “normal” 
price of the commodity. Habit also plays 
a role. Price changes require time, and 
during that time habits may be formed 
or broken. A seller may be wise to forego 
a rise in price in a period of temporarily 
rising costs (or to continue advertising 
in a period of losses and falling sales) in 
order to preserve intact the habits of his 
customers. Likewise, it may happen that 
a price cut may ultimately raise the de- 
mand curve by introducing the product 
to new customers, who, in time, would 
continue to buy even at higher prices. 

The broad conclusion is that in the 
light of these considerations, sellers 
hesitate to make any change in price." 


14 See Henry Smith, Retail Distribution (London: Ox- 
ford University Press, 1937), p. 33. Also E. T. Grether, 
“Resale Price Maintenance and the Consumer,” 4meri- 
can Marketing Fournal, v. 2 (July, 1935), pp. 144-49. 


They do not, and rationally should not, 
adjust their prices to every change in 
demand or cost; they do not, and 
should not, keep the equality of MC and 
MR at every moment. There is a greater 
rigidity in actual prices than would be 
the case under correct pricing according 
to the MC=MR principle. The existing 
theory of monopolistic competition is 
static. It eliminates the cumulative ef- 
fect of changing prices upon later con- 
ditions. But this amounts to ruling out 
most of the important price problems 
involved in the business cycle.” 

The effect of the price of one good 
upon the demand for other goods is an- 
other extremely important factor 
ignored by existing monopolistic-com- 
petition theory. Because that theory, in 
its present development, contemplates 
the selling of only one product by the 
seller, it is possible to be led through it 
to conclusions that are far from the 
truth.!* In a retail or wholesale establish- 
ment there is a type of related demand 
for all the goods sold, even though they 
are not complementary goods nor goods 
for which there is a joint demand in the 
true sense. This interrelation of demand 
comes about because: (1) the price of 
one good may be taken as indicative of 
the “‘values” offered in the other goods, 
(2) the price of one good may attract 
attention, which may then be diverted 
to other goods, and (3) there is a con- 
venience in buying several or many 
items from the same seller, even though 


18 See Mason, op. cit. 

16 See, for example, Charles F. Phillips, “Some 
Theoretical Considerations Regarding Fair Trade 
Laws,” THE JOURNAL OF MARKETING, v. 3 (January 
1939), PP. 242-49. Where each seller is assumed to be 
selling but one item, Phillips concludes that consumers 
must pay higher prices for goods under Fair Trade 
contracts, and that inefficient dealers are protected and 
their numbers increased. But in the section dealing with 
merchants selling a number of items, he points out that 
consumers may gain by lower prices on other items, and 
that inefficient dealers will not then make profits that 
would attract a greater number of dealers. 
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the buyer is aware that the item that 
attracted him is a “‘loss leader” and can- 
not be taken as an indication of similar 
values in other goods. 

For these reasons it is possible that a 
good may not be priced with reference 
to the marginal cost and marginal 
revenue of that good. It has been argued 
that the use of loss leaders does not raise 
the prices of other goods.'” This may be 
true; the seller may elect merely to sell 
a greater volume of other goods, at the 
same prices. Yet certainly his purpose 
in using the leader is to raise the demand 
curves for the other goods. The raised 
demand curves for these other goods 
would lead to higher prices on them, 
according to the “correct” principles of 
pricing. And when leaders are in general 
use, no merchant will gain appreciably 
in sales volume through them, and all 
will raise their prices on other goods, in 
order, according to their reasoning, “‘to 
cover overhead costs.” 


VI. ConcLusIon 
The existing theory of monopolistic 
17 See Q. Forrest Walker, ““An Exposé of Fair Trade 


Laws,” a pamphlet issued by the R. H. Macy Company, 
New York (1937). 


competition, to be applicable to the 
field of marketing, must be supple- 
mented and modified by a consideration 
of some further “imperfections” in the 
market. Prices of branded goods, and 
prices in retail and wholesale establish- 
ments, are not typically those that would 
be indicated by the received theory of 
monopolistic competition. Sellers do not 
know their demand curves, they do not 
attempt to maximize their short-run 
gains, they must consider their stock as 
a whole rather than attempt to price 
each item individually, and they must 
anticipate competitors’ responses to 
their moves. 

This is not meant to imply that 
marketing should ignore the theory of 
monopolistic competition. On the con- 
trary, it is hoped that a better under- 
standing of that theory and a greater 
use of it may come through a recognition 
of the causes of the apparent hiatus be- 
ween the theory and actual price pol- 
icies. Certainly the field of marketing 
needs a theoretical frame of reference, 
and the theory of monopolistic com- 
petition provides a much better basis 
from which to work than does the ortho- 
dox theory of pure competition. 
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A. RESEARCH IN UNIVERSITIES 
University of Akron 


Professor W. W. Leigh is preparing a re- 
port, “Tire Distribution Survey for 1939.” 
This will be available about the first of April. 


University of California 


“The California Tomato Industry with 
Special Reference to Marketing’? by John 
B. Schneider is a doctoral dissertation which 
will be completed this semester. 


University of Colorado 


“Denver as the Financial Center of the 
Eastern Rocky Mountain Region” is the 
title of a study being prepared by Edison 
H. Cramer, Associate Professor of Finance. 
The work will relate itself directly to the 
Market Analysis of the Denver Trade Terri- 
tory prepared some years ago by Dean EI- 
more Petersen. The completed study will 
be presented as a doctoral dissertation to the 
University of Michigan. 


Cornell University (New York State Col- 
lege of Agriculture) 


The following studies are now being con- 
ducted under the general supervision of 
Leland Spencer; the names of the persons 
primarily responsible for each study are 
given below. 

“The Price Structure and Price Relation- 
ships for Milk in the New York Milk Shed.” 
Herbert R. Kling. The purpose of this study 
is to establish a continuous long-time series 
of prices that farmers have received for 
market milk, the relationship of these prices 
to wholesale prices of basic commodities, 
prices of manufactured dairy products, and 
condensery milk prices; also the changes in 
premiums for fluid milk (Class 1) and milk 
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used for fluid cream or ice cream (Class IT) 
over condensery prices and the butter value 
of milk; also the variation in retail prices 
of milk and changes from time to time in the 
differentials between doorstep prices and 
store prices, and between advertised and un- 
advertised brands of milk. The Bureau of 
Agricultural Economics, U. S. Department 
of Agriculture, is cooperating in this study 
which, it is expected, will be completed in 
September 1940. 

“A Statistical Analysis of Milk Deliveries 
by Farmers to Dairy Plants in the New York 
Milk Shed.” Anson J. Pollard. The purpose 
of this study is to analyze the variation in 
size of dairies in various sections of the milk 
shed; to analyze the seasonal variations in 
milk deliveries by individual producers in 
the various sections and to determine the 
first effects upon the returns to the various 
groups of producers of the application of 
various price plans or price differentials de- 
signed to bring about changes in the seasonal 
supply of milk. The Cooperative Research 
and Service Division, Farm Credit Adminis- 
tration, is cooperating in this study. It is 
expected that the report will be completed 
in September 1940. 

“A Statistical Study of Milk Sales by 
Distributors and Stores in the New York 
Market.” Dr. Charles J. Blanford. The pur- 
pose of this study is to measure and analyze 
the variations in sales of milk as related to 
variation in consumer incomes, price 
changes, and other factors. The Bureau of 
Agricultural Economics, U. S. Department 
of Agriculture, is cooperating in this study. 
This work is practically completed, and 
some parts of it have been published in 
mimeographed bulletins Nos. A. E. 237, 244; 
245, and 273. 

“An Economic Study of the Buffalo Milk 
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Market.”’ George R. Bishop. The purpose of 
this study is to measure and analyze changes 
in producer prices, classified prices and retail 
prices of milk in the Buffalo market during 
a period of years; likewise, to measure and 
analyze the sales of milk through different 
channels of trade; to determine the sources 
of the milk supply for Buffalo, and the varia- 
tions, seasonally and otherwise, in that sup- 
ply; also to measure the price spreads on 
milk and cream over a period of years, and 
to compare the relationship of prices and 
price spreads for Buffalo to those in other 
markets. The work is practically completed. 
One section dealing with an analysis of milk 
sales in Buffalo has been published in mimeo- 
graphed bulletin A. E. 253. 


Harvard University 


In preparation are studies on the “Control 
of Equipment Expenditures by Manufac- 
turers of Containers” by Ralph D. Cies and 
“Make or Buy” by James W. Culliton. This 
latter study is a consideration of the prob- 
lems involved in the procurement of fabri- 
cated parts and supplies by manufacturing 
business organizations. 

“Selected Problems of Motion Picture 
Exhibition,” a study by Robert W. Cham- 
bers is nearing completion. “Some Implica- 
tions of Recent Changes in the Demand for 
Department Store Goods and Services” by 
M. L. Anshen was accepted as a dissertation 
last December. 


University of Maryland 


“Consumer Demand in a Cooperative 
Community.” At the request of the manager 
of the Greenbelt Consumer Services, the 
Marketing department of the College of 
Commerce at the University of Maryland is 
carrying out a survey to determine to what 
extent the people of Greenbelt, Maryland 
(population 3000, 880 families) buy from 
the Greenbelt stores and services, and to 
what extent and why they buy outside of 
Greenbelt. Opinions regarding cooperative 
brands carried by the Food Store will also 
be obtained. The study is under the joint 
direction of Dr. Victor W. Bennett and Dr. 
Alpheus R. Marshall. 


The town has the following stores and 
services: Food store, variety and drug store, 
barber shop, beauty parlor, valet shop, 
filling station, and motion picture theater. 
About January 25, 1940 this set-up became 
cooperative. Prior to that time, the opera- 
tion was carried on by the Consumer Dis- 
tribution Corporation. There are no other 
stores or services in the community. Green- 
belt is a government sponsored community 
where workers within a certain income group 
can obtain cheaper housing than could be 
obtained elsewhere. Most of the workers 
have positions with the Federal Government 
in Washington, which is about 13 miles 
from Greenbelt. 


University of Michigan 


Professor Maynard Phelps has just com- 
pleted editing the “Proceedings of the Con- 
ference on Economic Relations with Latin 
America” which was held in Ann Arbor last 
summer as a part of the Institute of Latin 
American Studies. The published material 
includes many of the prepared addresses and, 
in addition, a complete transcript of the 
discussions which followed. The Study will 
be published by the Bureau of Business Re- 
search, University of Michigan, and should 
be available about the time this note is in 
print. 

The Bureau will also publish a statistical 
report on the “Departmental Operating 
Results of Small Department Stores for 
1939” in April. This Study is being carried 
out by Professor E. H. Gault. In collabora- 
tion with Professor Wolaver of the Business 
School, Professor Gault has in progress a 
Study of the Effects of Interstate Trade 
Barriers on the State of Michigan. 


University of Minnesota 


“The Social and Economic Aspects of the 
Chain Store Movement,” a thesis by Harold 
Haas, mentioned in the January JouRNAL 
has been completed and is now on file in the 
University Library. 


Northwestern University 


Mr. Roy Ashmen of the School of Com- 


merce is now completing a study of “Market 
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News at Chicago with Special Reference to 
the Price of Butter.”” This is based on a 
study of the marketing news service of the 
Bureau of Agricultural Economics in the 
Chicago market in which the information 
collected and published by the Bureau is 
appraised in the light of the objectives of 
that service and in comparison with data 
collected from operators in the Chicago 
market. 

Miss Gertrude Foelsch is just completing 
a study of ““The Development of Criteria for 
Evaluating Agricultural Market Informa- 
tion and Their Application to a Report from 
Packers of Poultry in the Central Western 
States.”” The objective of this study is to 
formulate a set of general criteria applicable 
to a marketing news series and applying it 
to a specific market series with a view to 
evaluating the series in the light of its orig- 
inal purpose and its present significance as 
a marketing service. 

Both studies have been carried on in co- 
operation with the Chicago office of the 
Bureau of Agricultural Economics. 
University of Oregon 

Dr. N. H. Comish, Professor of Business 
Administration, is working on a statistical 
analysis of stock control systems in Oregon 
stores. The investigation deals with the 
extent to which stock controls are employed 
by Oregon merchants, the types of controls 
in vogue, the managerial uses of stock con- 
trols, and the adaptability of the stock con- 
trols to the departments in which they are 
employed. Data were gathered through per- 
sonal interviews with 218 selected Oregon 
merchants. The primary purpose of the 
project is to suggest improvements in stock 
control systems for Oregon stores. When 
completed, the results will be published in 
a series of magazine articles. 

University of Wisconsin 

The following graduate research is being 
carried on under the direction of Dr. R. R. 
Aurner, Professor of Business Administra- 
tion in the School of Commerce. It is ex- 
pected that these studies will be completed 
by June and placed in the University Li- 
brary. 


“The Merchandising of Coffee in the 
United States’ (with special reference to 
the Madison market) by Gerald C. Leigh 
will analyze the merchandising methods and 
advertising policies of Maxwell House, Hills 
Brothers, and Chase and Sanborn. It is 
hoped the study will provide some specific 
statistics on the Madison market. 

Stanley D. Smith is studying “The 
Marketing of Automobile House-Trailers” 
including the various channels of distribu- 
tion and some of the common problems of 
manufacture. Special emphasis will be given 
to the role played by the consumer in dic- 
tating production and market policies, and 
statistical information on house-trailer regis- 
trations are being prepared. 

“The Distribution System of Sears, Roe- 
buck and Company” by Frank M. Coyne 
and “The Distribution Methods of H. J. 
Heinz Company” by R. Irene DeNoyer will 
analyze the growth, organization, sales and 
advertising policies and present operating 
practices of the two subject companies. 

Stewart M. McKinnon is studying “The 
Marketing of Oxygen and Acetylene’”’ with 
particular reference to selling, sales promo- 
tion and distribution problems to develop 
suggestions for improved methods and prac- 
tices in these fields. 


B. RESEARCH IN GOVERNMENT BUREAUS 


Agricultural Adjustment Administration 


A study of the inspection and control of 
weights and measures is being made by 
George W. Hervey and Reign S. Hadsell, 
Consumers’ Counsel Division, Agricultural 
Adjustment Administration. This study, 
dealing with administrative and legal fea- 
tures of weights and measures programs in 
numerous states, cities, and counties, is 
based on a survey conducted with the coop- 
eration of members of the National Confer- 
ence of Weights and Measures, which meets 
annually at the National Bureau of Stand- 
ards, Washington, D. C. 

To facilitate quick reference to detailed 
provisions of the Federal Food, Drug and 
Cosmetic Act, a large wall chart has been 
prepared at the Consumer Standards Proj- 
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ect, a Federal W.P.A. project sponsored 
by the Consumers’ Counsel Division. This 
chart is now in press 

An additional activity, nearing completion 
at the Consumer Standards Project, is a 
study of bills and laws introduced and en- 
acted respectively during the first session 
of the 76th Congress. Sections of bills deal- 
ing with “control of quality and composition 
of commodities” and “mode of sale of com- 
modities”” are to be included in the com- 
pleted report. An analysis of laws regulating 
the manufacture and sale of bedding and 
upholstery in 37 states is also being made 
at the Consumer Standards Project, by S. 
Mermin and J. M. Mayer, under the direc- 
tion of Samuel P. Kaidanovsky. 


Bureau of Agricultural Economics 


A new Bureau of Agricultural Economics, 
by authority of Congress and the Secretary 
of Agriculture, went into operation last 
July 1. Under the new set-up, many activi- 
ties and functions of the old Bureau have 
been retained; some have been transferred 
to the newly created Agricultural Marketing 
Service; some activities of other agencies 
within the Department have been taken 
over by B.A.E.—all have been reoriented and 
recast in conformity with the concept of an 
over-all agricultural planning agency as 
expressed in various memoranda by Secre- 
tary Wallace. 

As now organized, the B.A.E. fulfills these 
dual functions: (1) it acts as economic 
analyst and interpreter for the Department, 
as in the past; and (2) it is the central plan- 
ning agency of the Department. All the 
work heads up in the Chief of the Bureau, 
who is responsible to the Secretary. In 
furtherance of this program, six major 
groups of activities have been designated, 
in the charge of key men to assist the Chief 
in the development, coordination, and inte- 
gration of Bureau work: (1) general planning, 
(2) rural welfare, (3) conservation and land 
use adjustment, (4) market planning, (5) 
the agricultural outlook, (6) program rela- 
tions. 

The men in charge of these general fields 
of activity function in cooperation with the 


Bureau’s divisions and other agencies of 
the Department. They are also members of 
an Inter-Bureau Coordinating Committee, 
acting as a general catalyzing agent, into 
which all plans—whether the product of 
county planning committees, technical sug- 
gestion, or administrative proposal—are 
being poured and out of which are to come 
the recommendations the Chief is to make 
for action programs by the various Depart- 
ment agencies. 

The Chief of the Bureau is the chairman 
of this coordinating committee. Its member- 
ship includes a representative each from the 
Soil Conservation Service, the Farm Security 
Administration, the Agricultural Adjust- 
ment administration, Extension Service, 
Forest Service, Chemistry and Engineering, 
Federal Crop Insurance Corporation, the 
marketing and regulatory bureaus, Plant 
Quarantine and Entomology, Office of 
Land Use Coordination and others. 

The Bureau is developing and carrying 
out a cooperative program of agricultural 
land use planning with the several State 
Land Grant Colleges in accordance with its 
new responsibilities as central planning 
agency of the Department of Agriculture. 
One of the primary aims of this work is to 
provide a “two-way channel’’ for the plan- 
ning of agricultural programs, whereby the 
practical knowledge and experience of farm 
people could aid in the development of na- 
tional agricultural programs, and whereby 
the technical information and counsel of 
specialists could be provided to farmers in 
solving their local problems. 

Progress in research on the practicability 
of extending crop insurance protection to 
other commodities than wheat is reported by 
the Bureau of Agricultural Economics. The 
Bureau has been carrying on research work 
from time to time on crop insurance over 
a period of 20 years. Impetus to crop insur- 
ance research came early in 1936 when 
studies were undertaken to determine 
whether new data for individual farms, ac- 
quired through action programs of the De- 
partment, would provide the basic data nec- 
essary to develop an actuarial basis for 
crop insurance. The first work in 1936 was 
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started on wheat, as result of which an in- 
surance plan was developed for wheat pro- 
viding: 

(1) Insurance against loss in yields and 
not against loss of income, which would in- 
volve in part the insurance of price; 

(2) Premiums and indemnities to be de- 
termined “in kind” and payable either “in 
kind” or in the cash equivalent thereof; 

(3) A separate yield and premium rate 
for each farm, depending upon the history 
of losses on such farm; 

(4) Insurance coverage for a farm not to 
exceed three-fourths of the average yield 
for the farm. 

The research work provided part of the 
basis for the Report of the President’s 
Committee on Crop Insurance in 1936, for 
the Federal Crop Insurance Act, and for 
the crop insurance program for wheat, which 
went into effect on the 1939 wheat crop. 
Research is being continued and now in- 
cludes analyses of problems arising in the 
wheat insurance program, along with pre- 
liminary studies on cotton, corn and citrus 
fruit. 


Agricultural Marketing Service 


Cotton. A special study is being made on 
cotton consumption by domestic mills. The 
study includes: (1) The development of in- 
formation relative to qualities of cotton 
used and qualities preferred by manufactur- 
ers for various types of products; (2) the 
requirements and practices of manufacturers 
with respect to standards of quality used 
in the purchase of raw cotton, and (3) their 
experiences and preferences relative to the 
form in which the cotton is delivered to 
them. The study is only in the preliminary 
stage but it is believed that the information 
being developed will prove mutually ad- 
vantageous to cotton growers, marketing 
agencies and spinners. 

Grain and Seeds. The new Federal Seed 
Act became effective February 5 as to im- 
ported seed and agricultural seeds in inter- 
state commerce. The effective date for pro- 
visions relating to vegetable seeds in inter- 
state commerce is August 9. The rules and 
regulations for the enforcement of the Act 


became public January 4. Service and Regu- 
latory Announcement No. 156, containing 
the wording of the Act and the rules and 
regulations, is available upon request. Since 
the passage of the Act on August 9, 1939, 
interest has been shown in a desire for adopt- 
ing or amending State seed laws and regula- 
tions to make them consistent with the 
Federal Act and its regulations. It is be- 
lieved that a model seed law, amended in 
light of present needs, would encourage uni- 
form State legislation with uniform labeling 
requirements, and would permit close corre- 
lation in the administration of the Federal 
and State seed laws. 

Data on Federal inspections of corn the 
past season showed that the quality of the 
1939 crop was the best in many years. In- 
spections at representative markets through 
February 15 showed 89 per cent graded No. 
2 or better; only 63 per cent of the 1938 
crop graded as high. The good quality was 
attributed to a favorable growing and har- 
vest season and to the more general use of 
hybrid seed. 

Fruits and Vegetables. The up-to-the- 
minute truck crop news program inaugu- 
rated January I was almost immediately put 
to severe trial. The cold spell that began in 
mid-January and continued through the 
month brought a deluge of demands for 
immediate information on damage. The 
prompt release of the freeze damage infor- 
mation was commended throughout the 
country. The timely damage reports are 
only one phase of the comprehensive pro- 
gram of keeping in touch with current de- 
velopments in the field of producing and 
marketing vegetable and fruit crops. 

Shipping point inspections on fruits and 
vegetables in California during 1939, ex- 
ceeded the previous high figure of 75,180 in 
1938 by 6,790 inspections. Juice grape in- 
spections decreased greatly, while inspection 
of vegetables continued to increase. Inspec- 
tions of potatoes in the Shafter District, in 
connection with an industry control pro- 
gram, increased the total potato inspections 
in the State to 15,550. Similarly, the inspec- 
tion of pears, plums and peaches was ma- 
terially increased by the control program of 
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the California Tree Fruit Agreement. Under 
the industry program, controlling the grade 
of all Bartlett pears delivered to canners, 
all deliveries were inspected by the Federal- 
State inspection service. A total of slightly 
more than g0,000 tons were inspected, an 
increase of approximately 15,000 tons over 
the total cannery pear inspections of 1938. 
A recent, unpublished, study showed that 
truckers transporting fruits and vegetables 
travel great distances in reaching their des- 
tination. It was found that truck shipments 
from Colorado were destined to points in 27 
states, some going as far west as California 
and others as far east as Indiana and as far 
south as Miami, Florida. It was also found 
that from Michigan truck shipments have 
reached every State west to the Rocky 
Mountains and practically all Eastern and 
Southern States except those in the North 
Atlantic area. Trucks from Arkansas travel 
as far west as the Rocky Mountains and 
convey shipments to towns and cities in 
practically all of the central States. Truck 
movement from Texas extends into Colorado 
and New Mexico, and to nearly all States 
to the east except the Atlantic States. 
Wool. New wool top standards, with regu- 
lations, became effective January 1 this 
year. The standards comprise 13 grades, 
designated numerically as follows: 80’s, 70’s, 
64's, 62’s, 60's, §8’s, 56’s, 50’s, 48’s, 46’s, 
44’s, 40’s, and 36’s. Eight of the grades, 
from 80’s to 50’s, are stated in terms of the 
average diameter of fiber and the distribu- 
tion of fiber sizes, as determined by micro- 
scopic measurement. The unit of measure- 
ment is the micron, which is equivalent to 
1/1000 of a millimeter, or approximately 
1/25000 of an inch. Research is in progress 
by which the other grades, from 48’s to 
36’s, also ultimately may be defined and 
described in terms of their fiber fineness 
measurements. (Wool top, or top, is the soft, 
continuous, untwisted sliver or strand of 
more or less parallelized wool fibers, result- 
ing from the combing process of worsted 
manufacture. In the process the short and 
tangled fibers, termed “‘noil” or “‘noils,”’ are 
removed. Top, intermediate between wool 
and yarn, is a commodity of commerce, and 


the form in which wool is traded in on the 
futures market.) 


Bureau of the Census 


The income inquiry on the 1940 Popula- 
tion schedule is expected to be of major im- 
portance to all fields of marketing. It will 
provide the first enumeration of wages and 
salaries of workers ever taken in this coun- 
try, and will form the basis for much more 
accurate and detailed estimates of the in- 
comes of individuals in the United States. 

Each person in the country fourteen years 
of age and over (except those in institutions) 
will be asked to state all money income from 
wages and salaries for the calendar year 1939 
in dollars, from $1 to $5,000, or “over 
$5,000,” and to state whether he received 
income to the value of $50 or more, either 
in cash or in kind from sources other than 
money wages or salaries. Using these data 
in conjunction with the farm income data 
from the Census of Agriculture, the pub- 
lished reports on income tax returns of the 
Bureau of Internal Revenue, and expendi- 
tures for direct relief, unemployment com- 
pensation, etc., it will be possible to estimate 
the total money incomes of families by 
localities within relatively small ranges of 
error. The population census does not at- 
tempt to cover all money income, since it 
would involve unnecessary duplication of 
effort and a material increase in cost, without 
adding appreciably to available statistics. 

Even without the additional data from 
other published sources, however, the form 
of the inquiry permits substantial inference 
covering the vast bulk of the non-farm 
population. It will be possible to tabulate 
the total family income of all families which 
fall in the following classification: (1) no 
member earns more than $5,000, and (2) 
no member has income from other sources. 
In spite of the apparently restrictive nature 
of these qualifications, the group which 
meets them will probably represent about 
three-fifths of all families in the United 
States—the bulk of the market upon which 
all but the most expensive luxury goods 
depend. 

One of the most important elements of 
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market or price analysis is proper measure- 
ment of income of consumers. For a great 
many commodities, consumer income is the 
controlling factor, taking precedence over 
supply, competition or sales pressure. Rea- 
sonably adequate non-agricultural income 
indexes have been developed for the nation 
as a whole, but it has been much more diffi- 
cult to estimate consumer income by regions 
and localities or for this particular group. 
For example, some analysts have been forced 
to use such diverse series as indexes of loans 
and investments of Federal Reserve member 
banks, or wholesale prices of all commodi- 
ties, as approximations to income measures. 
The income inquiry will provide a base to 
which many specific measures may be cor- 
rected, and upon which a great many more 
may be constructed. 

It should be noted that comparison of re- 
tail sales by localities reported by the Census 
of Business with the salary and wage tabula- 
tion from the population schedule will show 
relationships between incomes and expendi- 
tures in a manner never before available on 
such a scale. 

In addition to the invaluable information 
thus made available to businessmen, cham- 
bers of commerce, economists and students 
of marketing for the analysis of market 
areas and the setting of sales and advertising 
quotas, Federal, State, and local govern- 
mental agencies will find the income data 
extremely useful in planning and carrying 
out many of their administrative functions. 
Income figures, when compared with the 
unemployment data also collected by the 
Population Census, will reveal the location 
and extent of depressed areas requiring 
public assistance. Tabulation of age, income, 
and family data will provide the best indexes 
available of the necessity for old-age, ma- 
ternal and child-welfare activities. 


Farm Credit Administration 


Cooperative Research and Service Division. 
A general preview of the important field of 
cooperative fluid milk marketing during the 
last 12 years is the objective of a study re- 
cently started by William C. Welden and 
T. G. Stitts. A large share of the field work, 


which has involved visits to the major milk 
markets, has been completed. Much analyti- 
cal and library research remains to be done, 
however, before the project is finished. Pri- 
mary purposes will be to trace the develop- 
ment of the cooperative movement among 
fluid milk producers, indicate any trends 
which may be evident such as the increasing 
number of associations entering the milk 
distribution field, describe typical institu- 
tional patterns in the milk market, and at- 
tempt to evaluate to some extent the effects 
of increasing governmental price control. It 
is hoped that the completed study can be 
helpful as a general source book of informa- 
tion in this field, as a source of teaching ma- 
terial, and as a background for further 
studies of these cooperative milk marketing 
organizations. 

A study of cooperative grain marketing 
by local warehouses and elevators in the 
Pacific Northwest is nearing completion. 
This project, conducted by Harry E. Rat- 
cliffe, includes a study of local economic and 
agricultural conditions influencing the or- 
ganization and development of local grain 
cooperatives, their importance, characteris- 
tics of handling and marketing grain as con- 
trasted with methods used in other regions 
of the country, corporate and cooperative 
features, their financial status, and operating 
results, including outstanding factors in- 
fluencing these operating results. There are 
definite reasons for the distinctive operating 
practices of cooperative elevators and ware- 
houses in the Pacific Northwest. Because of 
the character of the land and climatic con- 
ditions which make winter hauling difficult, 
storage at the shipping point has been found 
desirable and necessitates a large investment 
in facilities. The problem of facilities has 
been further complicated by the increasing 
proportion of grain handled in bulk as 
against that handled in sacks, because mod- 
ern elevators are desirable for handling grain 
in bulk. Because of the growth of the storage 
function of cooperatives in the Pacific 
Northwest, the source of income from 
handling grain is divided between ware- 
housing, and merchandising grain. 

The Division has under way two studies 
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of cooperative canning, “Experiences in the 
Cooperative Canning of Fruits and Vege- 
tables” and “Sales Methods and Policies of 
Cooperative Canneries.”” The first project, 
under the direction of A. W. McKay, deals 
with the form of organization and operating 
experiences of cooperative canning associa- 
tions. There are about 80 cooperatives in the 
United States engaged in canning fruits and 
vegetables, and records have been obtained 
for a three-year period from about half of 
them. Analysis of the data will indicate 
changes in members’ investments and the 
financial structure of the associations for 
this period in relation to the volume and 
kind of commodities handled and operating 
and marketing policies. Sufficiently detailed 
operating statements are being obtained to 
show the main items of expense and the 
amounts available for distribution to the 
members for the products they have deliv- 
ered. The results of the study will be of par- 
ticular interest to directors and managers of 
canning associations and to farmers planning 
the organization of a cooperative of this 
type. 

The second cooperative canning project, 
in charge of Harry C. Hensley, is a study of 
merchandising policies of cooperative can- 
neries. This study, which will be based on 
an analysis of the operations of about 50 
canning associations, includes organizations 
handling fruits, vegetables, condensed milk, 
poultry, nuts, and syrup. The principal 
objectives include an analysis of the factors 
which have been taken into consideration 
by association managements in the formula- 
tion of past and present sales methods and 
policies, their relative effectiveness, and a 
determination of any changes which may be 
desirable in the present methods and poli- 
cies. It is also planned to examine the possi- 
bilities and limitations of the federated type 
of cooperative sales agency. Commodity 
data covering annual packs, carry-overs and 
shipments, and monthly orders, billings and 
shipments by areas will be obtained. It is 
expected that a preliminary report for this 
project will be available by the end of the 
year and that a printed publication will 
follow later. 


Economic and Credit Research Division. 
This Division is engaged in making a study 
of the farm production and marketing of 
apples in the United States. This study, 
under the direction of Harry C. Trelogan 
and M. P. Planting, is the second in a series 
of commodity surveys designed to ‘provide 
operating units of the Farm Credit Ad- 
ministration with information required for 
the formulation of loan policies in the financ- 
ing of fruits and vegetables. The first of this 
series, which covered citrus fruits, stressed 
the marked increase that is occurring in the 
competition between citrus-fruit-producing 
areas as a result of the rapidly expanding 
volume of production. It is expected that the 
apple study will be more concerned with 
changes that are occurring in the demand for 
apples and in the methods of marketing 


apples. 
Federal Trade Commission 


A recent statement issued by the Federal 
Trade Commission is as follows: 

“From inquiries to the Commission and 
articles appearing in certain periodicals, 
there appears to be misconception concern- 
ing the character and scope of the Commis- 
sion’s proposed inquiry into the ‘Methods 
and Costs of Distribution.’ 

“The purpose of the inquiry is to ascertain 
and assemble pertinent facts concerning the 
whole subject of distribution in a number of 
industries. This will involve examining dif- 
ferent methods of distribution and, neces- 
sarily, the more important items of costs. 
Some industries will be included in whic! 
expenditures for advertising, no doubt, will 
be unsubstantial; in others the advertising 
costs may be substantial. There is no pur- 
pose or intention of singling out advertising 
any more than any other item of the cost of 
distribution and no more emphasis will be 
placed on advertising costs in this inquiry 
than was done in such recent inquiries as 
Agricultural Income, Farm Implements and 
Motor Vehicles. 

“In the numerous general inquiries con- 
ducted by the Commission and in the many 
thousands of cases in which it has made in- 
vestigations and taken corrective action the 
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Commission has never made any declaration 
or taken any position against advertising 
as such. Furthermore, no such action is con- 
templated. Its action with respect to this 
subject has been confined to the elimination 
of false and misleading advertising under the 
Federal Trade Commission Act, and of un- 
lawful advertising allowances under the 
Robinson-Patman Act. Even under the 
latter act no attempt has been made to pre- 
vent the granting of such allowances pro- 
vided that when offered they were made 
available on proportionally equal terms to 
all customers.” 


Bureau of Foreign and Domestic Commerce 


Division of Business Review. In order to 
further the Department’s efforts to provide 
business men and the government with more 
complete information about business condi- 
tions, the Division has inaugurated a 
monthly survey of manufacturing corpora- 
tions. Data are being collected on sales, 
new and unfilled orders, and inventories 
from industrial corporations. This monthly 
industry survey was inaugurated after con- 
sultation with the Department’s Business 
Advisory Council, other leading industrial- 
ists and business men, and officials of other 
governmental agencies. 

In announcing this new survey, Secretary 
Hopkins stated: “Since the outbreak of the 
European war particularly, the Department 
has been impressed with the importance of 
having more detailed and representative 
data on such things as sales, new and unfilled 
orders, and inventories if the business men 
of the country are to gauge the trend of 
business more accurately in this uncertain 
atmosphere. The need is not only for collec- 
tion of more comprehensive and current 
information than is now available, but also 
for its prompt dissemination to the business 
community.” 

More than g0o corporations already have 
agreed to participate in this voluntary 
monthly survey. It is expected that as soon 
as all the cooperating concerns have set 
up reporting procedures and additional 
concerns are secured to fill out the sample, 
it should be possible to provide signifi- 


cant comparisons for industrial groups. 

General recognition of the need for com- 
prehensive facts on the current position of 
business, as evidenced by the flow of orders 
and sales, and shifts in inventory holdings, 
is clearly indicated by the favorable response 
to the request of the Department of Com- 
merce to submit such facts on a voluntary 
basis. This was not only gratifying, but gives 
assurance that this service can furnish valu- 
able guidance to business men month by 
month. 

While the present size of the sample is 
close to the figure considered adequate, it 
still lacks representative data for particular 
lines of business. This deficiency, which it is 
expected will be eliminated shortly, at pres- 
ent prevents as complete a presentation of 
current business trends as will later become 
available from the service. The companies 
included in the sample on which the Decem- 
ber inventory estimates were based held 
stocks of about three and one-third billion 
dollars or more than one-fourth of the total 
inventories of all manufacturing corpora- 
tions. 

Work is well under way on the preparation 
of a 1940 Annual Supplement of the Survey 
of Current Business which will be released 
this summer. The February issue of the 
Survey of Current Business was the annual 
number containing a comprehensive review 
of industry and trade for the year 1939. 

The Construction and Real Property Sec- 
tion. The Construction and Real Property 
Section published in the February 1940 
Survey of Current Business its preliminary 
annual estimates of construction volume 
for 1939, continuing the series begun two 
years ago in Construction Activity in the 
United States, 1915-37. Final figures for 
1939 will be released later this summer. The 
Section is now engaged in the preparation 
of comparable quarterly estimates of con- 
struction activity, the first of which will 
cover Federal construction. A forthcoming 
report on urban residential vacancies will 
bring up to date the article on this subject 
which appeared in the August 1938 Survey. 

Finance Division. The detailed study of 
foreign investments in the United States, of 
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which mention has been made previously, 
is in the tabulation stage. It should be ready 
for release in completed form sometime this 
coming summer. 

A preliminary statement of the Balance 
of International Payments of the United 
States in 1939 was published in the February 
number of the Survey of Current Business. 
Special releases on particular phases of this 
annual study will be made as rapidly as they 
are completed and the final report will be 
available next fall. 

Foreign Trade Statistics. A Committee on 
Foreign Commerce Decisions has revised 
the regulations for the Collection of Statistics 
on Foreign Commerce by issuing ten amend- 
ments and interpretative statements. These 
are being incorporated in the revised edition 
of Foreign Commerce Regulations. 

Supplemental printed bulletins covering 
revised commodity classifications for both 
exports and imports were issued early this 
year. These changes result primarily from 
the requests by industry for expansion or 
consolidation of commodity breakdowns. 

“Foreign Commerce and Navigation, 
1938”’ containing detailed import and export 
statistics, and a revised catalog of special 
monthly statistical statements, showing ex- 
ports or imports by commodity and country, 
have just been released. 

Income and Debt Division. Principal devel- 
opmental work in the near future will be 
directed toward detailed analysis of final 
products of the national economy. This is 
an approach to national income measure- 
ment new to governmental agencies and will 
constitute a valuable contribution to more 
comprehensive understanding of shifts in 
demand and general changes in the economic 
structure. In part, this work will replace and 
continue the studies of the National Bureau 
of Economic Research in the field of capital 
formation. 

Regular work on national income and 
income payments is being continued. Annual 
estimates of national income are to be re- 
leased in June of each year; monthly esti- 
mates of income payments now appear in 
the Supplement to the Survey of Current 
Business near the end of each succeeding 


month. A bulletin giving the details of com- 
position and analyzing the significance of 
the monthly series on income payments is 
now being prepared and will be released 
shortly. The Division is also revising the 
annual figures on income payments by 
states, extending them to cover the period 
1929 through 1938, and will be available in 
the near future. 

Further surveys of income in the profes- 
sions are contemplated and the Division 
remains the prime source of information in 
this field. Work on estimates of debt is also 
being continued, with release of comprehen- 
sive data for both gross and net debt for 
the years 1929-38 planned for the near fu- 
ture. Studies of income distribution in the 
higher brackets and of the source and dis- 
posal of funds for small manufacturing con- 
cerns, undertaken for the Temporary Na- 
tional Economic Committee, are being con- 
cluded. 

Marketing Research Division. Schedules 
for the Annual Retail Credit Survey are 
coming in rapidly and are being edited in 
preparation for tabulations which probably 
will be made in the early part of April. Most 
of the reports received contain complete 
information with reference to the balance 
sheet analysis which is being secured this 
year for the first time. Although a large 
number of new cities were added to the cov- 
erage of the 1939 Retail Credit Survey, it is 
impossible to tell at this time what final 
effect this will have upon the total number 
of reports received. In the older cities, the 
expansion of the Survey sample may be re- 
tarded to some extent owing to the fact that 
the decennial Census of Business places an 
additional load upon voluntary cooperation. 

Schedules for the Second Annual Bad- 
Debt Loss Survey for wholesalers and manu- 
facturers were mailed on February 10. To 
date approximately 2,000 returns have been 
received. Most of these reports give infor- 
mation on credit terms and age of accounts 
written off. The latter are items which have 
been added to the scope of this annual review 
at the request of representatives of the credit 
group. 

The Atlas of Wholesale Dry Goods Trading 
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Areas, delineating for the first time the 
major wholesale dry goods trading areas of 
the entire country, is in preparation by the 
Marketing Research Division of the Bureau 
of Foreign and Domestic Commerce. A com- 
mittee of members of the Wholesale Dry 
Goods Institute is cooperating closely with 
the Bureau in its development of this first 
comprehensive survey of the trading areas 
of dry goods wholesalers. 

Schedules were mailed to general line 
dry goods wholesalers asking for information 
regarding the extent of their regularly served 
trading area and the amount of their net 
sales, subdivided into major departmental 
groups. The trading areas are being de- 
lineated on the basis of the material so 
obtained. Supplementary market data will 
be arranged by these areas, providing a cri- 
terion for the measurement of an individual 
wholesaler’s business in any area, and of the 
potential business to be secured from the 
various areas. 

This report, which should be ready for 
release in the early summer, will be of value 
to all concerned with the measurement and 
analysis of the markets for dry goods at 
wholesale. 

The manuscript of the Trade Association 
Survey is nearing completion, and the final 
report should be turned over to the Tempo- 
rary National Economic Committee in the 
near future. The survey embraces the activi- 
ties of some 1,200 trade associations in the 
fields of production and distribution. Analy- 
ses will be shown, in addition to activities, 
statistical and otherwise, of the trade cover- 
age, operating budgets, staffs and other im- 
portant information, most of which was ob- 
tained from materials submitted by the trade 
associations themselves. 

“The Wholesale Grocery Efficiency Study” 
represents a somewhat different type of 
study from those which the Department of 
Commerce has conducted for a number of 
trades and industries in the past. The object 
of this survey is to ferret out and record the 
best methods found in the trade of perform- 
ing some of the usual functions ascribed to 
the wholesale grocer. In carrying out this 
assignment, representatives of the Depart- 


ment visited about 100 wholesale grocery 
houses in all but five states of the Union. 
About three-fourths of the houses visited 
were recommended because of known excel- 
lence of performance in some of the opera- 
tions usually performed by the wholesale 
grocer. The other one-fourth of the houses 
represents a random sample in those areas 
where no representation was recommended. 
The findings of this survey are to be as- 
sembled in a single volume which will 
constitute a useful guide for the wholesale 
operator who wishes to benefit from the ex- 
perience of those who are doing efficient jobs 
in specific phases of wholesale grocery dis- 
tribution. In this manner, each wholesale 
grocer may have detailed information as to 
how others are performing the same func- 
tions which are performed in his own house, 
without actually traveling over the country 
to make these observations himself. It is 
expected that the manuscript will be turned 
over to the Government Printing Office in 
June of this year. 

“The Commercial Power Laundry In- 
dustry”” (Market Research Series $14.6) is 
one of the series on basic industrial markets. 
It will show the location of laundry machin- 
ery in place in commercial laundries by 
counties constituting the only source of 
data of this type available. It is intended for 
marketing executives and for manufacturers 
furnishing machinery, supplies and other 
materials to the commercial power laundry 
field. The report should be ready for distribu- 
tion about the time this note is in print. 

The Special Research and Analysis Section, 
in cooperation with the Temporary National 
Economic Committee is completing the 
Structure of Industry study. The first sec- 
tion of the study relates to the central office 
data of the Bureau of the Census. The extent 
of central office operation is measured on the 
basis of the number of establishments, wage 
earners, value of product, etc., and the func- 
tional relations of the establishments that go 
to make up a central office group have been 
classified and analyzed. 

The report on product concentration cov- 
ers 1,807 products classified by the Bureau 
of the Census in 117 manufacturing indus- 
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tries. Data for these products have been 
prepared from Census of Manufactures 
schedules to show the proportion of total 
value of each product accounted for by the 
four largest producers, the number of com- 
panies and establishments making each 
product, and the production of the four 
smallest companies. The products have been 
selected to give a cross-section picture of 
product concentration as it existed in 1937, 
and are also being studied to determine the 
factors with which concentration is associ- 
ated. 

Production statistics for the fifty largest 
manufacturing corporations (selected on the 
basis of their value of product) have been 
analyzed to determine the number of prod- 
ucts manufactured, the proportion of total 
United States value of each product ac- 
counted for by each company and the con- 
tribution of each product to the companies’ 
total value of products. In addition the 
significance of these fifty companies in 
relation to all manufacturing has been 
evaluated. 


Bureau of Labor Statistics 


Prices and Cost of Living. The Bureau of 
Labor Statistics on January 25 announced 
the release of a daily index of wholesale 
prices of basic commodities. The series 
begins with August 28, 1939. The selection 
of the 28 commodities has been made with 
a view to confining the index as far as pos- 
sible to items which were (1) basic, (2) 
freely traded in on open markets, (3) sensi- 
tive to changing conditions in these markets, 
(4) preferably free from dominant seasonal 
movements, and (5) sufficiently homogene- 
ous or standardized so that uniform and 
representative price quotations could be 
obtained over a period of time. The index 
is a geometric average of price relatives, 
each series being given equal weight. It is 
computed with the average of daily prices 
in August 1939 as 100, in order to facilitate 
comparisons with prices prevailing in world 
markets before the declaration of war. Be- 
sides the 28-commodity index, there are five 
subgroups—import commodities, domestic 
commodities, domestic agricultural, food- 


stuffs, and raw materials. The figures are 
available each week day, except Saturday, 
in the early evening by telephone or collect 
telegram, and are issued in a mimeographed 
report on Mondays covering the previous 
week’s prices. 

Indexes of subgroups of the Bureau’s 
regular 813-commodity wholesale price in- 
dex, formerly published only monthly, are 
now issued weekly. Revised price series of 
hosiery and chemicals and allied products 
are being incorporated in the index this 
spring. Mimeographed statements are avail- 
able describing the revision, which involved 
an expansion in the number of items priced 
and improved specifications. 

The weekly emergency collection of retail 
food prices begun in September was discon- 
tinued at the end of January. Prices of 
women’s hosiery and men’s socks, which are 
used in compiling the cost of living index, 
have been published from 1926 to date. 

The reports of the Study of Money Dis- 
bursements of Wage Earners and Clerical 
Workers now being issued by the Bureau of 
Labor Statistics as Bulletins 636-641 inclu- 
sive contain data on incomes and summary 
data on expenditures and savings for fami- 
lies classified by income. Similar information 
and data on expenditures for individual com- 
modities and services are presented for 
families classified by expenditure per adult 
equivalent. Bulletin 638 will summarize the 
data for the 42 cities covered in this survey. 
Preliminary chapters of this report are now 
appearing in the Monthly Labor Review be- 
ginning with the December issue. 

The reports of the section of the Study of 
Consumer Purchases conducted by the 
Bureau of Labor Statistics are appearing in 
three series. The income series (Vol. I of 
Bulletins 642-647 and 649) contains data 
on income, family composition, and rent and 
rental values of owned homes for families 
classified by income, occupation and family 
type for each of the 32 cities surveyed. The 
second series (Vol. II of Bulletins 642-647 
and 649) contains summary data on current 
expenditures for individual items of food, 
housing, clothing, medical care, transporta- 
tion and miscellaneous items and on the 











402 





THE FOURNAL OF MARKETING 





components of savings for families classified 
by income, family type, and in some cases by 
occupation will appear in Bulletin 648, Vol- 
umes I-VIII as the third or technical series. 

Employment and Pay Rolls and Labor Turn- 
over. Beginning with January, the monthly 
figures on labor turn-over have been secured 
in more detail than formerly. In addition to 
the plant employees previously covered, the 
reports will show figures also for clerical, 
sales and supervisory employees. In report- 
ing accessions, the number of employees 
rehired after a separation of three months or 
less will also be shown separately. 

Monthly indexes of employment and pay 
rolls in public utilities have been adjusted 
to levels shown by the 1932 and 1937 cen- 
suses. The former series “electric light and 
power and manufactured gas” has been re- 
vised from 1929 to exclude manufactured 
gas. Average earnings and hours have been 
revised accordingly. Indexes for retail trade, 
formerly weighted only for “general mer- 
chandise” and “other retail,’ have been 
weighted according to employment in 28 
lines of trade and adjusted to census levels. 
Separate figures have been published for 25 
lines of trade, for the years 1929, 1933, and 
1935 through 1939, and for months since 
January 1935. The series for wholesale trade 
are being similarly revised. 

Wage and Hour Studies. Surveys of wages, 
hours and conditions of work are being 
made for automobiles, covering motor ve- 
hicles and auto parts; converted paper prod- 
ucts; tobacco, and snuff; and luggage and 
small leather articles. 

The bulletins to appear on union scales 
of wages and hours in the building and print- 
ing trades will include also an analysis of 
union agreements in these trades. 

“Effects of minimum wage provisions of 
the Fair Labor Standards Act.” An analysis 
has been made of the economic effects of the 
2s-cent rate in the seamless hosiery indus- 
try. Similar studies have been completed 
dealing with independent leaf stemming, 
cotton textiles, and sawmills. 


Securities and Exchange Commission 


The Securities and Exchange Commission 


reports the completion of Volume II of the 
Survey of American Listed Corporations. 
This survey presents financial data on se- 
lected manufacturing groups including Air- 
craft Equipment, Dairy Products, Chain 
Variety Stores, Chain Grocery Stores, Mail 
Order Houses, Bakers of Biscuits and Bread, 
Department Stores—Assets Over $10,000,- 
coco «Each, Oil Refineries—Assets Over 
$50,000,000 Each, and Non-ferrous Metals 
—Assets Over $20,000,000 Each. 

This survey is based on data collected on 
Works Projects Administration projects 
sponsored by the Securities and Exchange 
Commission and covers corporations having 
securities registered with the Commission 
under the Securities Exchange Act of 1934, 
on June 30, 1939. 

Volume I of the survey was made public 
in January. It presented financial data on 
the following groups: Agricultural Machin- 
ery and Tractors; Automobiles; Chemicals 
and Fertilizers—Assets Over $10,000,000 
Each; Cigarettes—Assets Over $10,000,000 
Each; Containers—Metal and Glass In- 
cluding Closures; Meat Packing—Assets 
Over $50,000,000 Each; Office Machinery 
and Equipment; Steel—Assets Over $100,- 
000,000 Each; and Tires and Other Rubber 
Products. 


Works Projects Administration 


Report on Progress of the W.P.A. Pro- 
gram, June 30, 1939. This report reviews the 
operations of the W.P.A. in the light of its 
primary responsibility—that of providing 
work for the unemployed on useful public 
projects. It summarizes the project accom- 
plishments and operations of the W.P.A., the 
project employment provided, and the ex- 
penditures that have been made. An unusual 
kind of W.P.A. activity—that undertaken 
in New England following the September 
1938 hurricane—is reviewed. In addition, a 
study of characteristic operations of the 
W.P.A. as conducted in four selected areas, 
indicating the nature of the accomplishments 
is presented. 

The research report, Price Dispersion and 
Industrial Activity, 1928-1938, released a 
year ago, is being revised to include the 
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calendar year 1939. This bulletin presents 
an index of wholesale price dispersion devel- 
oped for analytical work in appraising the 
general economic situation. The method for 
obtaining the index of dispersion is de- 
scribed and compared with methods used by 
other investigators. The widespread interest 
in monopoly prices, price balance, and price 
policies makes this study particularly useful. 

A report on the status of housing in the 
United States is being prepared for the 
Temporary National Economic Committee. 
This report shows the economic problems 
affecting housing and the deterrents to the 
maximum operation of the industrial units 
that go to make up the housing industry. 
Among the subjects discussed are volume of 
construction; relationship of residential to 
total construction; market factors affecting 
residential building, such as, income, rents, 
population growth, etc.; how the building 
industry operates: housing finance, technical 
trends, taxes, building codes, and public 
housing. 

“Survey of Relief and Security Programs.’ 
It is the primary purpose of this survey to 
outline the major trends and developments 
in the field of relief during the last decade, 
in order to give the perspective necessary 
to an understanding of the relief problem. 
This study presents past and present relief 
activities, gives details about the relation- 
ship of the various relief programs, and 
sketches future problems. It amplifies and 
brings up to date the material presented in 
A Survey of Relief and Security Programs 
published in May 1938 by the Works Prog- 
ress Administration. 

“The Plantation South, 1934-37” (Re- 
search Monograph XXII). The data in this 
study reveal the expansion of operations be- 
tween 1934 and 1937 on the 246 plantations 
surveyed—particularly the trend toward 
mechanization and increased incomes. 


, 


C. RESEARCH IN PRIVATE ORGANIZATIONS 
Curtis Publishing Company 


“New Facts About Retail Distribution” 
presents the results of a special tabulation 
of grocery store data in the 1935 Census of 


Distribution. The Curtis Publishing Com- 
pany paid the Bureau of the Census to make 
a national breakdown of the number, size, 
and sales volume of grocery stores and com- 
bination grocery and meat stores, both chain 
and independent in towns of various sizes. 
These data, which were not available in the 
regular Census volume, are presented in 
both table and chart form, and it is shown 
that no matter what the size-of-business 
break, that more than } of grocery sales are 
in towns of less than 10,000 and that about 
2 are in towns of less than 100,000. The 
figures do not include the substantial grocery 
volume of general stores in smaller towns. 


Dun and Bradstreet, Incorporated 


Business Trend Survey—Over two million 
questionnaires were mailed out early in 
January and a preliminary tabulation of 
these January returns—about ten thousand 
in number—appears in the March issue of 
Dun’s Review. Sales in 1939 and year-end 
inventories are estimated in total for the 
three broad fields of retailing, wholesaling 
and manufacturing, also separately for 
fifteen of the larger retail trades. A final 
report, planned for the May issue of Dun’s 
Review, will utilize the large corporation 
returns which become available after the 
March 15th income tax deadline. Sales and 
inventory figures will be separately esti- 
mated for about one hundred lines of indus- 
try and trade. 

It is not expected that this Survey will be 
repeated next year since the interest in 
inventory figures has developed rapidly and 
it is expected that the Department of Com- 
merce monthly reporting, now operative in 
wholesale trades, will shortly be extended to 
the manufacturing and retailing fields. 


Fawcett Publications 


There has been completed recently a 
study of “The Effect of Living Standards on 
the Consumption Trend of Grocery Store 
Products.”” This project, conducted in the 
City of Cleveland, is somewhat unusual in 
that the consumption of various food items 
studied are measured in terms of cans or 
packages of the product consumed during 
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an average week. In addition the interviews 
have been further broken down by four in- 
come groups. A total of 4,000 interviews 
properly verified and distributed by Census 
tracts were obtained for the study. 


Institute of Distribution 


The Institute of Distribution has just 
published a printed bibliography that lists 
more than 500 books, magazine articles and 
other sources of information on the subject 
of chain stores. Complimentary copies of 
this chain store bibliography are available 
to members of the American Marketing 
Association, on request. This bibliography is 
a reprint of a section of the new book men- 
tioned in the January Journal, “The Chain 
Store Tells Its Story” by Mr. John P. 
Nichols, Managing Director of Institute of 
Distribution, Inc. The price of the book is 
$1.00. 

The mortality of retail stores is a subject 
of perennial interest to students of market- 
ing. Consequently, the Institute’s publica- 
tion, “Is the Local Merchant Doomed?” 
which contains one of the latest of these 
studies—in Texarkana, Texas-Arkansas— 
may be of interest to Association members. 
The survey was conducted by Dr. Paul C. 
Olsen. Copies are available to A.M.A. mem- 
bers on request. 

Some new surveys of restrictions upon the 
operations of retail merchants have been 
completed by the Legal Department of the 
Institute and others are being prepared. 
These surveys are supplements to “The 
Retailers Manual of Taxes and Regula- 
tions,” a looseleaf compendium published 
annually. One of these surveys is a summary 
of the dismissal wage payments required 
under the various state laws and the Federal 
Social Security Act, and also contains a 
tabular review of the requirements of the 
laws in each state on wage payment dates. 

In another study, the rulings of the Fed- 
eral Trade Commission on false and mis- 
leading advertising have been summarized 
and classified by reviewing the complaints 
and orders of this character issued by the 
Federal Trade Commission. 


Macfadden Publications, Incorporated 


“Liberty's Three Dimensional Market 
Manual” has been issued recently by Lib- 
erty Magazine. Percentages have been pre- 
pared for various factors in each of the three 
categories which constitute markets—peo- 
ple, places, and money. Some of the items 
for which these percentages are presented by 
markets (graded in five groups) are number 
of families, native white families, retail 
sales (total and leading trades), wired homes, 
and combined circulation of Liberty, Life, 
Collier’s, and the Saturday Evening Post. 


McGraw-Hill Publishing Company 
Electrical World. The. “Hundred Million 


Kilowatt-Hour Table,” is an annual feature 
to be published early in May. Largest elec- 
tric utilities in the United States and Can- 
ada, about 200 in number, are reporting on: 
generator rating, disposal of energy pro- 
duced, sales to ultimate consumers, numbers 
of customers by classes, amounts of energy 
produced, and also peak loads and genera- 
tion capacity for past four years to show 
growth and other changes. 

The 36th annual statistical number, pub- 
lished early this year, contains the following 
data on electric utilities: energy output, 
capacities of plants at present and added in 
1939, and to be added in 1940 and 1941, eco- 
nomics of production, energy sales, custom- 
ers, revenue, operating and other expenses, 
financing, and expenditures for new con- 
struction in 1940. Also statistics on electri- 
cal manufacturing, federal power projects 
and R.E.A. operations are given. 

Tabulated returns from about 150 repre- 
sentative electric utilities on sales of domes- 
tic electric appliances—ranges, refrigerators, 
water heaters, toasters, vacuum cleaners, 
cookers, etc.—accompanied by discussion of 
data, were issued in March. 


Western Advertising 


A series of three articles entitled “Life in 
a World of Recipes” gives results from a 
survey of the “recipe habits” of the Ameri- 
can Housewife as applicable to the use of 
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recipes in food advertising. Information is 
of interest to every food producer, packer 
and processor who may have occasion to 
introduce or promote his product through 
the medium of recipes. The survey, made 
among 693 housewives, in Alameda, Berke- 
ley and Oakland, California, who were 
representative of four income groups, re- 
vealed that more women had advertisers’ 
recipe books than had standard cook books. 
It showed that women were systematic in 
their use of recipes, the majority of them 
keeping a recipe file. More than half of those 
interviewed had clipped and saved recipes 


within the past month. An overwhelming 
majority of the women expressed satisfac- 
tion with results from recipes which ap- 
peared in ads, although more than half of 
those interviewed declared that they would 
use a brand other than that mentioned if 
they did not happen to have that brand in 
the house. The articles list the more common 
complaints against recipes appearing in 
newspapers and magazines, and one article 
in the series is devoted to kinds of foods 
which housewives would like to see appear 
more frequently in recipes. The series is 
available in pamphlet form. 
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Price THEORY FOR A CHANGING Economy, 
by Moses Abramovitz. New York: Co- 
lumbia University Press, 1939. Pp. 158. 
$2.50. 

“Price Theory for a Changing Economy”’ 
is not a handbook to be used by the market- 
ing strategist in the formulation of price 
policies. The book is characterized by its 
author as “‘an essay in the ‘pure’ theory of 
‘pure’ competition” and the analysis is con- 
fined within carefully drawn limits which 
make it possible to maintain throughout a 
controlled atmosphere of abstraction. 

Dr. Abramovitz’s thesis is first, that equi- 
librium price theory derives its significance 
from the proposition “price and rate of 
output tend at each moment toward the 
position of equilibrium defined by the curves 
of demand and cost appropriate to that 
time” while the constant change of funda- 


406 


mental conditions in the real world invali- 
date such a premise. Second, that a “more 
satisfactory price theory can be founded 
upon assumptions of change.” 

The contention that the existing economic 
mechanism cannot be regarded as being 
directed constantly toward an equilibrium 
where marginal revenue will equal marginal 
cost is supported by evidence that, even 
with static conditions, such considerations 
as the velocity and continuity of adjustment 
of supply and demand to price (the cobweb 
theorem), as well as variations in inven- 


tories, may interfere with the realization of 


the competitive optimum. If the demand 
for commodities and the factoral supply 
change, while adjustments are made, not in 
response to actual prices, but, on the basis 
of predictions as to future prices, the inade- 
quacy of static theory is evident. 
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In developing his dynamic theory the 
author penetrates unmapped territory. He 
focusses attention on investment decisions 
rather than income since in a world where 
demand and costs are changing “profits can- 
not be expected to recur in an unvarying 
fashion” while business men make choices 
“between plans of action which promise high 
net incomes at first and relatively low ones 
later and plans which involve the sacrifice 
of income in relatively early years for the 
benefit of greater income later” by their capi- 
tal commitments. Detailed analysis is made 
of investment decisions based on various 
anticipations as to interest rates, prices and 
costs. An attempt is then made to derive a 
“correct” pattern of investment for an in- 
dustry and for a firm over the course of the 
“typical” business cycle. The argument ap- 
pears to be well reasoned and to exhibit con- 
siderable originality. The chart on page 122 
is particularly impressive. The significance 
of the conclusion that “correct” investment 
in fixed plant would take place early in the 
upswing of the cycle is open to question. 
Is the business cycle something independent 
of investment in plant? 

In the opinion of the reviewer Dr. Abram- 
ovitz’s study should be evaluated as an 
effort to reconnoiter rather than to occupy 
virgin territory. The area is well worth 
exploring. There is reason to hope that the 
problems of social policy that arise from the 
wreckage left by the impact of theories of 
non-perfect competition may yield more 
readily to attack by means of dynamic 
theory than to continued refinement of static 
equilibrium analysis. It is fortunate that so 
comprehensive an attempt has been made 
by so competent a theorist as Dr. Abramo- 
witz. 

Roy J. BuLLock 
The Fohns Hopkins University 


PrincipLes oF Rerait MERCHANDISING, by 
Harold A. Baker. New York: McGraw- 
Hill Book Company, 1939. Pp. xiv, 462. 
$4.00. 

The wide divergence in the content of 
retailing courses as taught in colleges and 
universities has made the text writers’ prob- 


lem difficult. Some institutions give only 
one general course; others give a wide variety 
of specialized courses; and others take a 
middle ground, presenting three or four 
courses on the major aspects of retailing, 
such as retail merchandising, retail adver- 
tising, store management, and salesmanship. 

This book is clearly designed as a text 
for institutions that have more than one 
course in the field of retailing but not enough 
to make a high degree of specialization pos- 
sible. Merchandising is here defined as “‘the 
sum of all the practices and procedures 
directly concerned with the buying and sell- 
ing of goods, presumably at a profit.’”? The 
word direct/y rules out certain phases of re- 
tailing, such as store location and layout, 
customer services, advertising department 
routine, store system, accounting, and credit. 

The book is logically arranged into four 
parts, even though they are not so labelled: 
Organization, Buying, Selling (both personal 
and non-personal) and Control. Pricing is 
treated as the last phase of the buying proc- 
ess and in its mathematical phases receives 
further treatment in the control section of 
the book. The chief contribution of this 
book is that it presents in one volume infor- 
mation for which reference to three or four 
more specialized books was previously nec- 
essary. It does not, however, present any 
new information nor exhibit any new insight 
into the problems of department store mer- 
chandising. 

Like all attempts to cover much ground 
in less than five hundred pages, cases of 
omissions and but attention to 
matters of considerable importance are easy 
to find. For example, there is no discussion 
of fashionists, blind check as distinct from 
dummy invoice procedure, selling cost per 


passing 


cents, personnel reviews, regular price-line 
advertising, ratios of advertising cost to 
sales, pre-testing of advertising copy, and 
inventory valuation. 

Most of the information presented is 
authentic but there are some points where 
accepted and standard practices have not 
been followed. For example, the merchandise 
divisions suggested are confusing and at 
marked variance from the standard setup 
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of the National_Retailf]Dry Goods Associa- 
tion. Again, the formula given on page 404 
for the planned cumulative mark-on per- 
centage is not the accepted one and presup- 
poses a knowledge of the cost value of pur- 
chases that is not determinable until the 
mark-on percentage is planned. The method 
of adjusting planned purchases appearing 
on page 412 is also questionable. 

One of the more common criticisms of 
most retailing texts has been their emphasis 
on department stores to the virtual exclusion 
of the problems of chains and small inde- 
pendents. Yet, this book is specifically 
limited to big-store merchandising—that of 
department stores and large departmentized 
specialty stores. While much of the subject 
matter is applicable to other types of retail- 
ing, the author does not include them in his 
discussion. At a time when so much atten- 
tion is being directed toward the problems 
of the smaller store and of those who wish 
to enter business for themselves, it appears 
that a greater contribution could have been 
made by treating merchandising more 
broadly. 

Joun W. Wincate 
New York University 


Mopern Marketino, by Clare W. Barker 
and Melvin Anshen. New York: McGraw- 
Hill Book Company, 1939. Pp. viii, 325. 
$2.75. 

The authors of this book believe it is more 
important for beginning students in market- 
ing to examine fundamental theories than 
current practices. They feel that for students 
without business experience and with but a 
limited background of economic theory, an 
understanding of the “why” of marketing 
is a better preparation for solving ever- 
changing problems than a memorized know!- 
edge of the “what” or “how.”’ With this 
end in view they have turned out a simplified 
text shorn of factual details and designed for 
a one-semester course in marketing as part 
of a basic business or economics training. 
The book is one that should be welcome to 
teachers of lower division students and to 
instructors in departments of economics 
where marketing theory texts are few. 


® While not intended to be exhaustive of 
the field of marketing, the book nevertheless 
covers essential topics and provides neces- 
sary knowledge for the student whose mar- 
keting training is to begin and end with this 
text. For the student interested in advanced 
study in distribution it lays a sound founda- 
tion. 

Part One of the book orients the field of 
marketing with a traditional discussion of 
definitions, attitudes, costs, and criticisms 
and includes an important chapter on the 
consumer as a determining factor in market- 
ing methods. 

Part Two on “Channels of Distribution” 
includes chapters on the movement of goods 
from the farm to the market, distribution 
channels for raw materials, and manufac- 
tured goods, the cooperative movement, 
direct marketing, and small and large scale 
retailing. 

The third group of chapters on ‘‘Market- 
ing Activities” covers selling, buying, trans- 
portation, storage, finance, and risk bearing, 
while the fourth section of the book, titled 
“Marketing Problems,” includes chapters on 
price, competition, and costs and an abbrevi- 
ated final chapter on “Laws and Men.” This 
chapter reverts to the introductory sections 
of the book to emphasize that human con- 
trols of marketing “‘must be grounded on an 
understanding of the role of the consumer 
as the beginning of the marketing process.” 
This thesis is further supported by appen- 
dices showing consumer expenditures by in- 
come groups, ty pical family budgets, distri- 
bution of incomes, etc. 

The book is up to date on recent legislation, 
governmental participation in marketing 
processes, and distribution statistics. Foot- 
notes give the reader opportunity to follow 
up his individual interests, and the authors 
are to be commended on the thoroughgoing 
research they have done in supplying these 
notes. 

At the beginning of each chapter there are 
key quotations representing controversial 
thought. These quotations add substantially 
to the book’s interest and usefulness. For 
example, the following quotation prefaces 
the chapter on the consumer: 
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“Consumers?” said the country storekeeper. “I don’t 
fuss with them. They buy what I sell.” ... “Con- 
sumers?”’ said the chain-store operator. ““We take a lot 
of trouble with them. We try to sell what they want to 
buy.” 

The chapter on the cooperative movement 
receives this introduction: 

“The cooperative movement offers the American 
farmer the only solution to the depression which has 
been with him continuously since 1920, and, at the other 
end of the marketing process, consumer-owned co- 
operative stores offer guaranteed quality standards at 
lower cost, retaining for consumers the normal profits 
of middlemen.” 

“American farming and American business have been 
built on the basis of individual ownership and individual 
initiative. The cooperative movement is a foreign im- 
portation which can never live successfully in this 
country. We don’t need it, and we don’t want it.” 

Readers are invited to think about these 
quotations before reading the chapter and 
again after reading the chapter. One cannot 
help but wish that the authors had expanded 
this idea a bit. The addition of a number of 
thought-provoking questions or quotations 
at the end of each chapter might have ma- 
terially enhanced the value of the book for 
classroom use. However, the authors have 
promised a supplementary teachers’ manual, 
and it may be that it will include such ques- 
tions, particularly since the authors first 
used the subject matter of the book in 
syllabus form in their own classes. 

Among marketing men this work will be 
of interest chiefly for its fresh point of view. 
Business men who are looking for a compact 
and logical presentation of marketing theory 
will welcome it as an interesting and read- 
able contribution. Teachers of beginning 
courses in marketing will find it worthy of 
examination for possible adoption as a basic 
text. 

Davin E. Favit_e 
Stanford University 


Consumer Epucation, by G. E. Damon. 
Grand Rapids, Michigan: Grand Rapids 
Herald-Review, 1938. Pp. 104 and Teach- 
er’s Handbook. $1.00. 

This is a combination textbook and work- 
book for use in secondary schools. According 
to the publisher, “it may be used with any 
course or combination of courses of interest 


to consumers.” It is more of a workbook than 
a textbook, and it is a combination of the 
commodity approach to the study of con- 
sumer buying and a general study of buying 
problems. 

Consumer education is defined “as the 
science of buying” and it is stated that the 
average family, equipped with a knowledge 
of what to buy, together with a knowledge 
of what not to buy, can save from $50 to 
$300 per year. Commodities and services 
which are considered in this manual are: 
clothing, under which are grouped furs, 
silk, rayon, wool, linen, leather products, and 
shoes; tooth paste and tooth brushes, cos- 
metics, drugs; homes, home equipment in- 
cluding kitchen stoves, furniture, electrical 
equipment, paint; insurance, automobiles. 
The author then includes a series of tests 
to be used in buying can openers, vanilla, 
face powder, household oil, fabrics and a 
miscellaneous grouping of articles. 

The volume contains outline sections deal- 
ing with advertising and quality, price and 
quality, labels and quality, packaging and 
quality, buying problems including local 
stores versus mail order houses, coopera- 
tives, installment buying and grading. The 
remaining sections deal with taxation, fraud- 
ulent financial schemes, pure food and drug 
legislation, and “What Can Be Done for 
the Consumer?” 

Students using Damon’s Consumer Educa- 
tion as a workbook should certainly gain a 
real interest in consumer buying. However, 
there is no well-organized discussion of con- 
sumer buying and the individual teacher 
should make use of the reference materials 
which are included in the handbook or de- 
velop other materials. In some respects, the 
manual is negative; for example, the discus- 
sion of advertising would cause the student 
to develop an anti-advertising prejudice. 

KENNETH DAMERON 
The Ohio State University 


Occupations 1N Retait Stores, by Doro- 
thea de Schweinitz. Scranton, Pa.: Inter- 
national Textbook Company, 1937. Pp. 
XVili, 422. $2.75. 

Sponsored jointly by the National Voca- 
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tional Guidance Association and the United 
States Employment Service, this study is 
based upon schedules filled in by interview- 
ers from data supplied by 363 firms in the 21 
kinds of business that employ the largest 
number of retail workers. The concerns had 
3,820 stores and 61,598 employees. The first 
quarter of the book deals with the growth 
and kinds of retail stores and the general 
conditions of work in retailing. Except for 
statistical data on earnings and on occupa- 
tions for women, juniors, and negroes, this 
part of the volume offers nothing that is not 
covered thoroughly in other previously 
available literature on retailing. 

The other three-fourths of the text ana- 
lyzes 45 occupations in retailing, grouped 
under the chapter headings Selling, Junior 
Positions, Selected Non-Selling Occupations, 
Publicity, Merchandising, and Management. 
Office positions are not included. For each of 
the occupations there is a description of the 
work that must be performed. Then follow 
the qualifications required for the occupation 
broken down into sex, age, education and 
training, experience, physical qualities, and 
personal qualities. Data on training while 
holding the position, on earnings, and on the 
lines of promotion that the job opens up 
generally conclude the analysis. The chapter 
on “‘selling’”’ occupations gives, in addition, 
brief sketches of the peculiarities of selling 
work in various types of stores such as con- 
fectionery, drug, cigar, variety, clothing, 
furniture, hardware, department, and a few 
other lines. Only where a statistical analysis, 
based on the schedules, is possible, does this 
portion of the treatise add a little something 
to our previous knowledge, and even then, 
such measurement, as well as many qualita- 
tive statements, can not be taken as generali- 
zations that hold for all of retailing. 

Although the value of the study to mar- 
keting teachers and executives is quite 
limited, this does not mean that it has failed 
to accomplish its major purpose nor that its 
analysis is not sound. On the contrary, the 
volume should be quite useful in vocational 
guidance work and it gives evidence of most 
careful and thorough handling of data. 

However, of more importance than the 


work under review to marketing teachers 
and executives should be the subsequent oc- 
cupational research work of the United 
States Employment Service in the field of 
retailing of which William H. Stead says, in 
a foreword to this volume, “The Occupa- 
tional Research Program is preparing stand- 
ard job descriptions of each occupation in 
the retail field, definitions of occupational 
terminology, and, perhaps of greatest sig- 
nificance, is working in the development of 
standards for measuring success in retail- 
store selling jobs and the development of 
tests and other selective techniques for use 
in the selection and referral of both experi- 
enced and inexperienced workers to such 
occupations. 

“The present study provides the necessary 
background for effective utilization of the 
more specific tools of guidance and place- 
ment which are the objectives of the Occu- 
pational Research Program.” 

Rap F. BREYER 
University of Pennsylvania 


SALESMANSHIP AND Types OF SELLING, by 
J. R. Doubman. New York: F. S. Crofts 
and Company, 1939. Pp. 338. $2.60. 

In a successful attempt “‘to make the text 
not only serious and scholarly but lively and 
readable,”’ Dr. Doubman covers the field of 
salesmanship in a manner which proves in- 
teresting both to the businessman or teacher 
who is somewhat familiar with the literature 
of salesmanship and to the newcomer who 
basic material unencumbered by 
stories of high-pressure “‘tricks of the trade.”’ 

The author’s concept of satisfactory sales- 
manship is a transaction which should bene- 
fit the buyer, the salesman, the company, 
and the community. The history of sales- 
manship is traced, personal and nonpersonal 
selling are differentiated, and the economic 
and social aspects of salesmanship are dis- 
cussed. Following chapters concern types of 
salesmen, the use of psychology in selling, 
and personality traits. After one chapter on 
types of buyers, four chapters are devoted 
to the elements comprising the standardized 
sales presentation. Chapters XII to XXIII, 
inclusive, discuss special aspects of selling 


needs 
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as retail, wholesale, house-to-house, tele- 
phone, the sale of intangibles, radio sales- 
manship, automatic selling, selling industrial 
equipment, selective selling, selling abroad, 
and selling oneself. Since the textual ma- 
terial is limited to 324 pages, chapters are 
relatively short. This would require the 
teacher using the book as a text to make use 
of supporting material, some of which would 
be found in the bibliography included in the 
book. 

Questions at the conclusion of each chap- 
ter are limited to five in each case. The num- 
ber is thus small enough to cause the student 
to review the principal points in the chapter, 
overlapping is avoided, and the teacher is 
allowed an opportunity to exercise his in- 
genuity in asking additional questions. 

Karu D. REYER 


Louisiana State University 


Currency Depreciation, by Milton Gil- 
bert. Philadelphia: University of Penn- 
sylvania Press, 1939. Pp. xiii, 167. $2.00. 
Widespread depreciation of currencies 

characterized the depression which began in 

1929. Previous waves of depreciation have 

always occurred during inflationary move- 

ments but this one came during a period of 
economic recession and monetary deflation. 

In this book Mr. Gilbert undertakes to as- 

certain the causes and results of this unique 

wave of depreciation. 

The method used involves an analysis of 
the experiences of Australia, England, Swe- 
den, and the United States, each of which 
represents a different situation. According 
to the findings, some countries reap definite 
gains for themselves from currency deprecia- 
tion without serious effects upon the rest of 
the world while others gain little or nothing 
for themselves but exert very undesirable 
influences upon other countries. When is 
depreciation advisable for a country? When 
should it be avoided? These are questions 
upon which this study offers much interest- 
ing and enlightening material. 

The causes of depreciation in the countries 
studied vary. Australia was caught in a 
world-wide deflation. Because her exports 
were principally agricultural goods with 


flexible prices, the value of her exports 
dropped rapidly. This, combined with the 
stoppage of foreign borrowing, forced her to 
resort to currency depreciation. The funda- 
mental cause of England’s departure from 
gold was that the overvaluation of the pound 
led regularly to an unfavorable balance of 
international payments. This left her in a 
vulnerable situation which was made more 
vulnerable by continued lending abroad on 
long-time obligations while short-time funds 
were piling up in London. As soon as confi- 
dence disappeared the withdrawals became 
so heavy that the gold standard had to be 
abandoned. Sweden was compelled to adopt 
a policy of depreciation because England 
had done so. If England had not taken the 
step Sweden probably could have solved her 
difficulties without leaving the gold stand- 
ard. 

The depreciation of the dollar, however, 
was not due to any pressure on the exchanges 
but was a deliberate choice. “For the first 
time a country had chosen to have its cur- 
rency fall in terms of other currencies at a 
time when there was no significant disequili- 
brium in its balance of payments and not 
even an appreciable temporary pressure on 
its exchanges or gold reserves” (p. 113). 

Effects of depreciation on the countries 
adopting it and upon other countries also 
vary. Australia’s policy was generally bene- 
ficial at home and of little effect elsewhere. 
Internally the British action proved advan- 
tageous but the external effects were more 
harmful than helpful and forced smaller 
countries, like Sweden, to do likewise. When 
England left the gold standard “the real 
breakdown of the international monetary 
system started.” In Sweden, too, the results 
of depreciation seemed to be beneficial. But 
the results of dollar depreciation were disap- 
pointing at home and disturbing to the rest 
of the world. It contributed little to the im- 
provement of domestic conditions and did 
much to increase international disequili- 
brium. 

Regarding the experience of the United 
States, Mr. Gilbert states: “If one gives 
approval to the recent depreciation of the 
dollar, then he must approve of depreciation 
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in any country at any time when some de- 
pression of prices and some measure of un- 
employment exists. And if such be the case, 
not only will the world be unable to main- 
tain the gold standard, but no international 
monetary system will be able to function” 
(p. 163). 

From the study of the experiences of these 
countries the author concludes that the 
guide to exchange policy should be the state 
of the balance of payments. Maintenance of 
equilibrium should be the aim. There should 
be no hesitation in depreciating or appreciat- 
ing once disequilibrium has been determined 
to be a fundamental—not just a temporary 
condition. Prompt adjustment of exchanges, 
however, “is of importance only for small 
countries, particularly agricultural coun- 
tries, because of the violence of export price 
changes and the relatively greater impor- 
tance of foreign trade in the national income. 
The large industrial countries should be 
more reluctant to take precipitate action 
unless there is no doubt that a fundamental 
disequilibrium exists. In the first place, a 
little delay will not cause great hardship, 
and in the second place, an adjustment of 
its exchanges is sure to pull the currencies 
of other small countries with it and thus 
have severe international repercussions if 
an error is made”’ (p. 164). 

Ear S. FuULLBROOK 
University of Nebraska 


A SuHort Course IN SALESMANSHIP, by 
Harold M. Haas. NewYork: Prentice-Hall, 
Inc., 1939. Pp. viii, 180. $1.75. 

The author’s purpose was to provide “a 
short text which would be suitable not only 
for college classes, but also for classes made 
up of adults actually engaged in selling.” 
As so often happens when a two-fold purpose 
is attempted, the result is not equally effec- 
tive on both counts. 

This short text will scarcely meet the 
needs of the academic classroom even for 
courses in this subject that may be scheduled 
for but one quarter or semester. The author 
admits that his economical treatment must 
be expanded “either by lecture or by class- 
room discussion” and states that “‘it is also 


expected that the student will do a consider- 
able amount of supplementary reading and 
specialized research in his own particular 
field.’” However, even if liberal effect is given 
to these possibilities and to the well-chosen 
bibliography and the interesting assign- 
ments which are included in this text, a 
careful examination indicates that some- 
thing more in terms of student text materials 
is needed for even the short course in sales- 
manship if the use of a required text is im- 
portant to the instructor’s methodology. The 
text material here presented is too com- 
pressed, too barely stated, and too rigor- 
ously selected, in terms of the development 
of principles, to fill an academic need for 
accredited, short-term classes on the college 
level. 

Nevertheless, Professor Haas has suc- 
ceeded in writing an unusually interesting, 
stimulating, and simplified discussion of 
some of the more important problems of 
effective personal salesmanship. What is 
lacking in thoroughness of topical treat- 
ment, scholarly qualification, and illustrative 
analysis is balanced by clearness, compact- 
ness, sprightly statement, and impelling for- 
ward movement. The treatment is practical 
and should make an especial appeal to the 
person who is actually engaged in personal 
salesmanship, and to the man in business 
who feels that he must know “something, 
but not too much” about the techniques of 
personal salesmanship. 

This small book should be of real value to 
the active salesman who wishes to “‘brush- 
up” in a short series of non-credit classroom 
meetings. It could serve effectively as a basis 
for a short, pre-service sales training program 
conducted internally by business organiza- 
tions for new salesmen. Indeed, it might be 
used with profit as review material for “‘in- 
service” sales training programs presented to 
the salesman on the job at times when the 
management feels that the man “on the 
territory” is stale and far-removed from any 
thoughtful consideration of techniques or of 
self-analysis. 

The presented material covers almost the 
entire topical scope of personal salesman- 
ship. It is a “high-spot” treatment but one 
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that is crystal clear and one that carries the 
reader on with intense eagerness. There is in 
the volume, as the author admits, little that 
is new, but the old is stated succinctly and 
attractively. The textual material is firmly 
grounded in common sense and little or no 
resort is made to “pure inspiration,”’ to 
incredible success stories, or to any mystic 
wizardry that insults the intelligence. 

While one could quarrel with the author 
with respect to his frequent oversimplifica- 
tion of principle or method, brevity demands 
a certain dogmatism, and in the broad, this 
text is sound. The omissions of relevant 
theory and helpful method, and the desir- 
ability of more qualification of statement are 
more apparent in the chapters or “‘lessons”’ 
on the Interview and on Meeting Objections 
than elsewhere. 

The assignments are interesting and help- 
ful. They necessitate the selection of a par- 
ticular product by the student salesman and 
are so coordinated as to result in the con- 
struction of a complete sales manual for that 
product if carried through according to in- 
structions. 

G. Rowtanp Couuiins 
New York University 


GOVERNMENT AND Business, by Ford P. 
Hall. New York: McGraw-Hill Book 
Company, second edition, 1939. Pp. xi, 
455. $4.00. 

When Professor Hall set out in 1934 to 
write his pioneer book on Government and 
Business he wisely prepared it in outline 
form so that teachers of the subject could fill 
in as developments took place. The second 
edition also does this. It is in essence much 
like the first edition; the same chapter heads 
appear and much of the same material, but 
to it is added in each case the new develop- 
ments which have taken place and more 
analysis appears, although the book still re- 
mains largely descriptive. 

As the book now stands it becomes a good 
introductory text for beginners in govern- 
ment, economic and business curricula, a 
field which a few years ago was covered hap- 
hazardly in courses dealing with other sub- 
jects such as public utilities or marketing, 


the relations of business to government com- 
ing in more or less incidentally. Business men 
were, of course, aware of the infringement of 
government on their activities, but students 
preparing for business were not always made 
aware and certainly not in such a coordi- 
nated manner. Since the book deals largely 
with matters in the field of marketing, mar- 
keting men will find it of considerable inter- 
est. 

There are some shortcomings which might 
be rectified when the next edition is offered. 
Three of them are presented here, two of 
which might be called minor and one major. 
To be sure the economist might point to a 
lack of economic analysis indicating the eco- 
nomic significance of these laws which could 
advantageously appear, but those to which 
attention is called are altogether in the field 
of political science. 

The minor defects are as follows. First, in 
the chapter dealing with the Federal Trade 
Commission, particularly on page 252, the 
procedure is not brought completely up to 
date. By amendment of the Federal Trade 
Commission Act on March 21, 1938, Public 
Act 447, 75th Congress, 3rd Session, cease 
and desist orders become final if respondent 
does not appeal within sixty days from date 
of service and there is provided a $5,000 fine 
for violation of an order after it has become 
final. This amendment puts teeth into an 
otherwise rather innocuous act. 

Secondly, there might well have been a 
chapter on state trade barriers. In the chap- 
ter on Regulation of Motor Busses and 
Trucks there is nothing dealing with ports of 
entry which in some states have become an 
important factor in regulating the flow of 
trucks between states. Likewise in the ‘case 
of milk one short paragraph, less than 200 
words, suffices to cover all the state regulation 
of production and sale of milk with no refer- 
ence to price control through marketing pacts 
although 43 states now have more or less 
complex laws dealing with conditions of pro- 
duction and sale of milk. 

The major defect is that the book deals 
almost altogether with laws affecting busi- 
ness but there is little treatment of how these 
laws came into being. There are too many 
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people who think government regulation 
comes out of thin air or because some wise 
and beneficent individual wills it so. The 
esoteric know, of course, but the beginning 
student usually does not, as witness the sur- 
prise he will register when told that business 
men are responsible by request for much in- 
terference of business by government. 

There could well be a chapter on pressure 
groups with some illustration of the public 
policies they foster. Study reveals that busi- 
ness men, big and little, laborers, farmers, 
professionals and consumers are always after 
legislators and others for laws and their par- 
ticular type of interpretation, while the poli- 
tician frequently only registers their requests 
if they are strong enough to make action nec- 
essary. 

Louis BADER 
New York University 


INTERNATIONAL Economic RE .ations, by 
Robert W. Hutchins, Chairman. Minne- 
apolis: The University of Minnesota Press, 
1934. Pp. ix, 414. $3.00. 

This is the Report of the Commission of 
Inquiry into National Policy in Interna- 
tional Economic Relations. The inquiry was 
initiated by the Social Science Research 
Council in the latter partof 1933. The Council 
felt the need for a unified national policy with 
respect to international economic relations 
and appointed the Commission to investi- 
gate the existing situation in the United 
States and make “relevant”? recommenda- 
tions. Dr. Hutchins served as chairman, and 
Dr. Alvin H. Hansen acted as secretary to 
the Commission and Director of Research. 

The report is divided into five parts. The 
first three parts, consisting of the recom- 
mendations, “reasons for” the recommenda- 
tions, and Dr. Hansen’s report as Director of 
Research constitute the first half of the vol- 
ume. 

As if to offer a challenge to the reader, the 
recommendations, vigorous and clear cut, 
are presented in outline form first. The gen- 
eral objective of American international ec- 
onomic policy is stated thus: “... the 
United States must promote the interchange 
of goods and services among nations.... 


The American government must labor to 
maintain peace. It should do everything in 
its power to remove impediments to world 
trade. It should by action as rapid and dra- 
matic as possible endeavor to reverse the 
trend toward economic isolation.”’ Political 
and economic measures are given which, the 
Commission believes, will aid in the attain- 
ment of the objective. Unfortunately, some 
of the political recommendations such as 
“continued participation in the Disarma- 
ment Conference”’ have lost their lustre with 
the passage of time. 

In the economic sphere, the removal of 
tariffs in all cases in which no serious addi- 
tion to unemployment would result is strong- 
ly advocated. The interesting concept of a 
dismissal wage to be paid by the government 
to those temporarily thrown out of work as a 
result of tariff reductions coupled with the 
payment of compensation to investors in 
liquidated industries is one answer the Com- 
mission gives to the unemployment argu- 
ment of the high protectionist. 

The Reciprocal Trade Agreements are 
favored though the Commission believes that 
the results “will be disappointing.”” Whether 
or not the Commission was unduly pessi- 
mistic in this connection depends on one’s 
point of view. Certainly the results of the 
program have not been spectacular 

Recommendations dealing with agricul- 
tural policy, foreign investments, and mone- 
tary policy are given. Wider powers are urged 
for the Tariff Commission, and further co- 
operation among government departments 
dealing with international economic rela- 
tions is advocated. Viewed in the light of 
present conditions, it is interesting to note 
that the Commission recommended that the 
cotton loan policy be abandoned at the 
earliest possible moment. The Commission 
found the “‘very real fear” existing that the 
export market would be lost due to increased 
cotton production in other countries. Cur- 
rent figures show that the fear was justified. 
There is a carryover of more than 13,000,000 
bales of cotton this year, the largest in our 
history. Of this amount, 11,000,000 bales is 
held by the government as a result of cotton 
loans. 
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The body of the report (parts two and 
three) gives a comprehensive but concise 
summary of the international economic situ- 
ation as it affects the United States. The rise 
of nationalism is discussed in its many rami- 
fications. The discussion is tied to sound 
economic theory, and is amply illustrated. 
The student of international trade will find 
little that is new here, however. Rather an 
attempt has been made to assemble and ana- 
lyze briefly the economic factors which are 
essential to the formation of a sound policy. 
These factors are well known to students in 
the field. The Commission has made its con- 
tribution by digesting a mass of data and as- 
sembling the essential information into a lu- 
cidly written report. 

To secure some of the material for its 
study, the Commission held public hearings 
in several large cities throughout the coun- 
try. The last half of the volume (parts four 
and five) consists of statements made by in- 
dividuals in various walks of life at these 
hearings. A summary of all hearings held is 
also included. These statements present an 
interesting cross section of American public 
opinion as it is concerned with this complex 
subject. 

Epwin H. Lewis 
University of Pennsylvania 


A Pioneer MErcuant or Sr. Louis, 1810 
1820, by Marietta Jennings. New York: 
Columbia University Press, 1939. Pp. 219. 
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Christian Wilt was 20 years old when he 
was assigned to handle the St. Louis inter- 
ests of his uncle, Joseph Hertzog, prominent 
merchant of Philadelphia. This volume cov- 
ers the ups and downs of Wilt as he grew in 
business experience and sagacity over the 


period 1810-1820. This was the period of 


time which saw the flowering of the fur trade 
which made Jacob Astor the richest citizen 
in the United States. It was the time when 
the mountain men came to St. Louis at the 
end of the trapping season to trade their furs 
for the general merchandise carried by such 
merchants as Wilt, and which had been 
brought to the merchants by the dangerous 
traffic from the headwaters of the Ohio river. 


In the store of Christian Wilt were carried 
such products as: “gun powder of the first 
and second quality, shot, three point red 
blankets, green ditto, scarlet cloth, blue ditto, 
common quality blankets, butcher knives, 
two and half point blankets, tin kettles (dif- 
ferent sizes), sheet iron kettles, beaver traps, 
sugar, coffee, gray cloth of common quality, 
thread (assorted), worsted bindings, beads 
(assorted), fourth-proof rum reduced, to- 
bacco, washing soap, shaving soap,” and a 
hundred other necessities. In lieu of scarce 
gold and silver, and doubtful paper money, 
frequently would be taken these goods: 
skins of beaver, otter, bear, buffalo, raccoon 
and wildcat, fox, mink, lynx, deer, and in ad- 
dition, whiskey, potash, maple sugar, salt, 
wood, venison, fish, and lead. To the Indians 
went red blankets, muskets, powder, shot, 
glittering trinkets, common blue and red 
strouding, beads, shawls of gawdy colors, 
mirrors, combs, flints and lead, knives of dif- 
ferent kinds, kettles—copper, brass, and tin 

scissors, needles, thread, beaver and musk- 
rat traps, and whiskey. 

The merchants of St. Louis, from Chou- 
teau to the newest comer in the town, were 
truly merchant adventurers. Not content to 
operate their shops and wait impatiently for 
new shipments by water from the East or oc- 
casionally up the river from New Orleans, 
they speculated in land, worked or had 
worked lead mines, established “‘barge lines” 
on the Mississippi and Ohio Rivers, and 
found time to engage in the primitive cul- 
tural interests of a frontier village which was 
fast becoming a city. 

When confronting such studies as this, a 
reviewer is inclined to cry, “so much to do, so 
little done.” The field of business history in 
the United States is virtually untouched at 
this moment. Packed with citations and with 
a very adequate bibliography and index, this 
volume represents the sort of thing which 
should be multiplied a thousand times by 
American historians. Generaliza- 
tions about economic history are common 
enough, but careful, laborious research into 


busi ness 


the numberless actual instances of business 
activity, from our colonial days up to date, 
has been small enough to cause those inter- 
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ested in the field to welcome particular mon- 
ographs. In the history of the West alone, it 
will be a great pity if centers of learning in 
St. Louis, Cincinnati, Pittsburgh, Chicago, 
Minneapolis, Salt Lake City, Denver, and 
other places do not encourage the building 
up of a series of monographs to outline the 
development of the economic orders of those 
cities and their surrounding tributary areas. 

In criticism, this reviewer would have pre- 
ferred to have seen more definite statements 
on the profits, costs, and losses of the Hert- 
zog-Wilt enterprise throughout the period 
1810-1820. The account-books were appar- 
ently not available. It would have been 
pleasing to have known more of the details 
about the unfortunate dissolution of the part- 
nership with Mussina. There was apparently 
more of a story there than is brought forth 
in this study. The shifting between a strict 
chronological account of Witt’s progress, and 
presentation of the problems of lead manu- 
facturing and other enterprises of the time, 
requires of the reader a careful following of 
the thread of connection. It must be recog- 
nized however that the primary data upon 
which this volume was founded represents 
extracts from the apparently incomplete 
letter books of Christian Wilt over the pe- 
riod 1812-1815, and the letter books of 
Joseph Hertzog, 1811-1815. 

The study is represented as “an attempt 
to give a clear picture of this young merchant, 
his ambitions, his character, his successes, 
and his failures.” In that respect, considering 
the limitations of sources, the work has been 
well done. It should be added, A Pioneer 
Merchant is written with a fresh enthusiasm 
which fails to bury entirely the young 
merchant among the footnotes, in the usual 
fashion of a Ph.D. dissertation. Credit is due 
for this achievement. 

Ronatp B. SHUMAN 
University of Oklahoma 


AMERICAN CHAMBER OF Horrors, by Ruth 
deForest Lamb. New York: Grosset and 
Dunlap, 1936. Pp. xii, 418. $1.00. 

The struggle for adequate legislation to 
protect the consumer in his buying has been 
long, slow and discouraging. The consumer 


has needed protection. At best he is an ama- 
teur in the purchasing of most kinds of com- 
modities and services. At the same time 
measures taken voluntarily by the manufac- 
urer have, for the most part, been inadequate 
to assure intelligent buying. Some manufac- 
turers, in fact, have tried to befog the con- 
sumer in an effort thereby to enlarge upon 
profit margins; have fought to prevent legis- 
lation in his behalf. 

The passage of the first Food and Drug 
Act in 1906 under the leadership of Dr. 
Harvey Wiley was a momentous achieve- 
ment. It was specific recognition of the re- 
sponsibility of the Federal government to 
safeguard its citizens in their purchase of 
foods and drugs. That it was woefully inade- 
quate in 1906 and became increasingly so 
with the passage of time is clearly and vivid- 
ly portrayed in Ruth deForest Lamb’s 
American Chamber of Horrors. 

Reading this book at the time of its publi- 
cation in 1936 was enough to arouse the re 
sentment of any self-respecting citizen to- 
ward unscrupulous manufacturers of propri- 
etary medicines, beauty aids and mechanical 
health devices who were responsible directly 
or indirectly for suffering and death among 
an unprotected public but were able to avoid 
responsibility through technicalities in the 
law. It undoubtedly led many readers to 
swear off from any attempt as self-medica- 
tion because of the inadequacies of legisla- 
tive protection; to realize, in addition, that 
they had undoubtedly been misled in pur 
chases not only of patent medicines, cosmetics 
and mechanical devices for health but even 
of numerous branded food products. 

There are spots where the volume becomes 
rather dull reading and one is anxious to push 
ahead to new subject matter. Moreover, the 
criticism might be made that Miss Lamb 
likes to dwell upon particularly horrible il- 
lustrations to establish her thesis. Neverthe- 
less, this book does clearly and forcefully 
bring out the limitations of the 1906 Food and 
Drug Act. The author speaks with authority 
because of her familiarity with the facts as 
Chief Educational Officer of the United States 
Food and Drug Administration. 

She unhesitatingly names names, tells of 
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the vicious ingredients of certain widely ad- 
vertised beauty preparations, and relates in- 
dividual case histories ending in tragedy and 
death. She describes the careful analysis of 
branded foods made by the Food and Drug 
Administration which evidenced not only 
short measure but deliberate false labeling 
even on the part of some well-known enter- 
prises. She discusses the tactics employed by 
various manufacturers to avoid responsibil- 
ity and remain technically within the law, all 
of which must make embarrassing reading to 
some of them. She shows specifically why 
and how the 1906 Food and Drug Act was in- 
adequate; indicates with definitenes what 
was needed to make it effective. The final 
chapter tells us spiritedly,—‘“‘there’s going to 
be a law.” 

American Chamber of Horrors is out of date 
today. We now have on the Federal statute 
books the Wheeler-Lea Act of 1938 and the 
Food, Drug and Cosmetic Act of 1938. It is 
to be hoped that the provisions of these two 
laws, together with those of a rapidly grow- 
ing list of state laws, will in time correct for 
the consumer such unhappy and intolerable 
conditions as are described in the book re- 
viewed. At the same time it is to be hoped 
that they will benefit decidedly the opera- 
tions of the legitimate manufacturer through 
the elimination of socially undesirable com- 
petition. To appreciate just what these re- 
cent laws need to accomplish, however, Miss 
Lamb’s work is indispensable reading. It 
provides thorough background for an intelli- 


gent and understandable appreciation of 


their various provisions and of their justifica- 
tion. 
Pau K. Epwarps 
University of Newark 


SELLING MeEn’s APPAREL THROUGH ADVER- 
TIsING, by Myron M. Lebensburger. New 
York: McGraw-Hill Book Company, Inc., 
1939. Pp. xvi, 310. $3.00. 

The advertising manager of B. Kuppen- 
heimer & Co., Inc., has boiled down his con- 
siderable experience in the apparel business 
and set it forth in a well-written book of in- 
terest not only to men’s clothiers but also to 
retail advertisers and retailers generally. 


“In no sense,” Mr. Lebensburger states at 
the outset, “‘is advertising a medium of com- 
mercial self-expression’? The selection or 
elimination of advertising frequently calls, 
on the contrary, for the suppression of senti- 
ment and personal taste. As he says, quoting 
a favorite statement, “We have no moral 
right to decide on a basis of opinion that 
which can be determined as a matter of 
fact.”” He emphasizes this viewpoint “‘be- 
cause so many advertising plans are governed 
by an advertiser attitude which insists, ‘Do 
what I like and don’t do what I don’t like.’ 
This is a safe basis for advertising judgment 
only if the advertiser is satisfied with secur- 
ing a single interested, approving customer 

himself.’ In other words, he calls for a 
“modest, inquisitive, critical and selective” 
attitude, one that the author certainly ex- 
hibits in his book. 

The chief service, then, of the various 
chapters in this volume is to protect men’s 
apparel advertisers from themselves, from 
the costly biases that come so naturally to all 
of us. In discussing copy, art and typog- 
raphy, he points to the pitfalls of subjective 
or “literary” writing and “pretty” illustra- 
tions. In addition, he makes concrete sug- 
gestions of what he has found to be useful. 
Some of the most interesting chapters are 
those dealing with institutional advertising, 
problems in style advertising, publicity and 
public relations, and “The Women’s In- 
fluence.” 

Atrrep McCuiunc Lee 
New York University 


PROBLEMS IN INDUSTRIAL PURCHASING, by 
Howard T. Lewis. New York: McGraw- 
Hill Book Company, 1939, second edition. 
Pp. xvii, 649. $5.50. 

The clarity, interesting method of pres- 
entation, and logical approach characteristic 
of this author’s former contributions are evi- 
dent in this new second edition of his case 
book dealing with the functions of industrial 
purchasing. 

Here are recorded the details of 86 cases 
nearly half of which have been written since 
the first edition was published. Older cases 
have been revised and brought up-to-date 
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where deemed expedient. New cases deal 
with the relation of purchasing to the problem 
of quality control, the distribution of scrap, 
reciprocity, forward buying, and the meas- 
urement of performance. 

Cases on the nature of the purchasing 
function are first presented, emphasis being 
given to the importance of this function in 
the business enterprise. Centralization of 
purchasing receives its share of attention and 
valuable cases are given which detail its ap- 
plication. The organization of the purchasing 
department is then considered, procedures 
being illustrated by which control can be 
maintained through the use of records and 
reports. The control of both quality and 
quantity in the purchase of industrial ma- 
terials is well exemplified through the use of 
cases which demonstrate methods used or 
contemplated by different types of indus- 
trial users. Undoubtedly one of the most 
important tasks of the purchasing depart- 
ment is to know all available sources, prices, 
discounts, credit terms, responsibility, and 
dependability of each vendor. Therefore, it is 
fitting that some 70 pages are devoted to 
cases dealing with sources and the assurance 
of supply. 

While this reviewer believes that the ques- 
tion of “Purchasing vs. Manufacturing’’ is 
beyond the province of industrial purchasing 
itself, perhaps the author is justified in giv- 
ing some attention to this topic. Other sec- 
tions deal with the purchase of equipment, 
price policies, forward purchasing, and meas- 
urement of performance. Several splendid 
cases are given on the measurement of effi- 
ciency of the purchasing department, thus 
rounding out the work. The author is con- 
sistent in his method of approach and in his 
careful selection of pertinent material 
throughout the text. 

This reviewer is of the opinion that each 
function in the field of management ought to 
be attacked from the standpoint of first 
limiting, then defining or describing the 
scope of that function. This should be fol- 
lowed by a careful analysis and statement of 
all factors which enter into the making of in- 
telligent decisions on problems as they arise 
within the sphere of this managerial function. 


Following this, methods of measuring per- 
formance of the specific function should be 
taken into consideration; in other words, at- 
tention should be given to organization, su- 
pervision, direction, and control. The author 
has fulfilled practically all of these require- 
ments. The text is amply illustrated with 
figures, tables, and charts which add con- 
siderably to its readability and which are 
quite pertinent to the subject matter. There 
is a splendid bibliography of 18 pages. This 
is especially essential in a work of this kind 
since its subject matter tends to be descrip- 
tive in nature and merely presents questions 
or problems which require considerable re- 
search in order to reach a decision on the 
question involved. 

Had more cases been added on engineering 
standards, standards of form and size, etc. 
“under quantity control,” perhaps it would 
have added to the value of the text. Then, 
too, there is very little attention given to the 
legal aspects of purchasing. The author men- 
tions this deficiency and is of the opinion 
that the instructor can raise such issues as he 
sees fit. However, some case material might 
well have been presented, involving the law 
of sales, the use of credit instruments, and 
the liability of vendors and carriers. Pur- 
chasing budgets receive very little attention 
and some illustrative material might have 
been used to show how a coordinated budget 
operates or should operate in a scientifically 
managed business enterprise. Whether there 
should be questions at the end of each case is 
perhaps a matter of individual opinion. 
Questions which direct the attention of the 
student toward the issue involved are lack- 
ing in this text. Of course, this same criticism 
might be directed toward other Harvard 
Business Problem books. 

There is certainly a great need for infor- 
mation both of a descriptive and of an ana- 
lytical nature in the field of industrial pur- 
chasing. The procurement of materials is un- 
doubtedly one of the most important tasks 
which faces the industrial manager. Material 
purchase and control is becoming of greater 
importance due to the greater necessity for 
savings on material purchases. The develop- 
ment of this case material giving the actual 
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experiences of companies which have been 
engaged in such tasks in the past is of ines- 
timable value at this time. 

This text, which the author states “has 
been developed for use of students studying- 
by the case method in the Harvard Graduate 
School of Business,” will be useful for indus- 
trial management and marketing courses in 
colleges and universities. Business men and 
especially purchasing agents will find in it 
much of interest, and it would serve as a 
valuable basis for discussion by groups of pur- 
chasing agents or others interested in devel- 
oping more scientific purchasing plans. 

VeRNON D. KEELER 
University of California at Los Angeles 


DesiGN FoR Recovery, by Donald M. Mar- 
vin and Gertrude M. Williams. New York: 
Harper and Brothers, 1939. Pp. 167. $2.00. 


In their diagnosis of the breakdown of 


trade and finance during the recent depres- 
sion, the authors of this treatise center their 
attention upon the low incomes received by a 
large section of the population of the United 
States. Thus during a 12-month period in 
1935-1936, one-third of the families lived on 
incomes of $780 or less, and about one-third 
of the total of this income came from the 
government in the form of relief. These fami- 
lies could, of course, buy only the barest ne- 
cessities. This tended to slow down the move- 
ment of goods from the farms and factories 
to the consumers. Any increase in the earn- 
ing power of this group would mean a cor- 
responding increase in their demand for 
goods. The authors reason that if we can “‘in- 
crease the production of the less productive 
groups and the free flow of their outputs 
both within the United States and to the 
outside world, we shall have opened up pos- 
sibilities of consumption and new markets 
capable of indefinite expansion.” 

To this end the authors propose that the 
government undertake an extensive program 
of economic planning This would comprise 
construction of public works to provide em- 
ployment; improvement of the industrial 
efficiency of the low-income groups by pro- 
viding adequate nourishment and medical 
care, and education more suitable to the 


needs of the workers, with emphasis on vo- 
cational training and job finding; improved 
monetary and credit management to reduce 
price fluctuations and to stabilize the busi- 
ness cycle; revision of the tax system to en- 
courage risk bearing and to lighten the burden 
of industries that need rehabilitation; reduc- 
tion of the tariff to admit more imports in 
exchange for more exports. They advocate, 
further, the organization of a world central 
bank to co-operate with the various national 
central banks in the stabilization of prices, 
to mobilize the world’s gold reserves, and to 
extend credit to depressed areas and back- 
ward regions. 

After all there is nothing new in the meas- 
ures proposed. But the authors hold that the 

various steps taken to overcome the depres- 
sion in the United States were enacted under 
emergency conditions without sufficient ref- 
erence to the effects on the national economy 
as a whole, and that party politics prevented 
the timely reduction of the tariff and an ef- 
fective solution of the unemployment prob- 
lem. The authors think that the cost of 
democracy in the United States has been 
needlessly high, but they believe it is possi- 
ble to eliminate some of the wastes of democ- 
racy without sacrificing its essential charac- 
teristics. 

To achieve this they propose a comprehen- 
sive long-range government planning for 
permanent economic expansion. The essen- 
tial features of this plan are that the govern- 
ment provide work for the unemployed 
rather than maintain them in idleness, re- 
move obstructions to trade in domestic and 
foreign markets, and create conditions favor- 
able to private employment. They center 
their attention upon measures and expected 
results rather than on details of organization 
and administration; but it would seem that 
their plan would require no extensive admin- 
istrative organization beyond existing gov- 
ernment agencies. Nor does it seem that it 
would require constitutional changes. The 
authors do not look to compulsion to force 
adherence to the plan, but to cooperation of 
government, business, finance, and labor. 

It is to be expected that opinions may dif- 
fer in regard to many points in a treatise on 
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economic planning. Space permits the men- 
tion of only a few. 

The authors suggest that as an immediate 
step toward economic expansion, the United 
States and Great Britain might join in a con- 
sortium with any nations willing to take the 
initiative in an effort to restore world trade 
and to make some advances to those coun- 
tries most in need of immediate assistance 
“Loans to democracies which have not been 
spending excessive amounts upon arma- 
ments,” they think, “would be widely en- 
dorsed by the general public in both coun- 
tries.”’ It is admitted that capital exporting 
countries do lay down conditions for invest- 
ments of their nationals in other countries. 
But the borrowing countries are likely to re- 
sent this as constituting meddling in their in- 
ternal affairs. Moreover, recent events in 
Europe have shown that, unless the mem- 
bers of the consortium are willing to guaran- 
tee the borrowing countries against agres- 
sion, they had better leave it to the borrow- 
ing countries to judge for themselves what 
expenditures they should make for arma- 
ments. 

The plan for the organization of a world 
central bank is theoretically a consummation 
greatly to be desired. But the world is prob- 
ably not yet ready for it, any more than it is 
ready for an effective League of Nations. The 
leading world powers are not yet likely to 
surrender to an international institution the 
use of credit as an instrument of national 
policy. In case of war, they prefer to have 
their gold reserves at home rather than 
abroad. Possibly regional or continental 
groupings of countries along political and eco- 
nomic lines may take place before world 
organization. There is now a movement for 
the organization of a central bank for Amer- 
ica, to do for the countries of the Western 
Hemisphere essentially what the authors of 
Design for Recovery would have the world 
central bank do for the countries of the 
world. 

The authors insist that the public con- 
struction undertaken by the government to 
provide employment during the depression 
will add to the permanent wealth of the na- 
tion. Such projects as rebuilding the Chicago 


water front or Riverside Drive in New York, 
flood control measures, reorganization of our 
transportation system, reconstruction of 
urban sewerage systems, and projects for the 
disposal of industrial waste “‘are just as much 
national assets as new factories created at a 
cost of private debt.”” Even expenditures for 
improvement of health and education of the 
underprivileged “would not only justify the 
investment in the long run but it could be 
partially self-supporting as it went along.” 
Accordingly the authors approve of the pro- 
posal of revising the federal budget so as to 
distinguish between “‘a national deficit per se 
and government investment in public assets. 

One may readily grant that government 
expenditures to provide employment are pref- 
erable to outright relief payments; that such 
projects if wisely planned and efficiently con- 
structed tend to increase national wealth and 
welfare; that government expenditures to 
improve the physical fitness and vocational 
skill of children of families in the low income 
groups may tend to reduce government relief 
expenditures in the future. Yet such improve- 
ments are not taxable like privately built 
factories, they do not directly yield revenue 
like a government railway, they do not defi 
nitely reduce expenditures as cost-cutting 
changes may do for private enterprise; and, 
if undertaken on a large scale and for an ex- 
tensive period of time, they do raise difficult 
problems of government finance. It is prob- 
ably best to adhere to conservative account- 
ing practice and regard such outlays as ex- 
penditures against revenue to be met out of 
current taxation rather than to classify them 
as asset or capital expenditures and thereby 
justify the creation of long-time government 
debt. 

One purpose of economic planning is to 
achieve economic stability. That is the aim 
also of this plan. The authors suggest that it 
might be possible to produce economic ex- 
pansion to order and to make that expansion 
permanent. 

Our experience with government construc- 
tion to provide employment and with mone- 
tary and credit management does not furnish 
conclusive proof that we have as yet mastered 
the art of controlling depressions; and no 
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new government powers or techniques are 
proposed in Design for Recovery that were not 
available to the government during the re- 
cession of 1937. Moreover, the type of eco- 
nomic planning they propose is theoretically 
not as likely to produce economic stability as 
is planning by totalitarian states. 

Economic processes may be controlled 
with a fair degree of certainty in a closed 
market. Where foreign trade is reduced to a 
minimum, changes in exports and imports do 
not materially interfere with production 
schedules and prices fixed by the planning 
authority. But the authors of this treatise 
are in favor of restoring international trade. 
This means that the market area is domestic 
as well as international. It is, therefore, only 
under partial control of the planning author- 
ity which is national. Under their plan, our 
markets at home and abroad may be dis- 
turbed or lost by wars, tariff controversies, 
quota restrictions, embargoes, exchange and 
currency manipulations by foreign powers. 
They are also more quickly and intensely af- 
fected by depressions that originate in for- 
eign countries. 

Moreover, the authors of this treatise do 
not propose an extensive or permanent sub- 
stitution of state action for private enter- 
prise. The function of the government during 
the depression is mainly that of priming the 
pump, and of bringing about conditions fa- 
vorable to private enterprise. Again, in the 
execution of the plan they do not look to 
force to compel adherence as totalitarian 
states do, but to voluntary cooperation. 
These features are, of course,in harmony with 
our traditions and institutions. But they do 
not make for control according to plan, pre- 
dictability of results, nor economic stability. 

Design for Recovery is written primarily for 
the general reader. The language is simple 
and the presentation clear. References and 
technical materials are relegated to appen- 

dices. Suitable section headings are designed 
to aid the reader to follow the trend of the 
exposition. The book makes excellent reading 
for a course in Current Economic Problems, 
Economic Planning, or Marketing. It deals 
with the background of marketing. Much 
space is devoted to the financial aspects of 


marketing. But the authors point out a 
financial system is not an end in itself. Its 
only purpose is to help produce and move 
goods. Cut the current and the movement 
stops; correct it and the traffic proceeds. Few 
books present so clearly the relation of 
finance and tariffs to the continuous flow of 
goods from producer to consumer 

SEVER KLARAGARD 

St. Olaf College 


OpeRATING ReEsuLts or ConsuMER Co-op- 
ERATIVES IN THE UNITED SrATEs IN 1937, 
by Carl N. Schmalz. Boston: Harvard 
Graduate School of Business Administra- 
tion, 1939. Pp. v, 37. $1.00. 

This is a study of the operating results of 
42 food co-operatives, 47 general store co- 
operatives, and 160 farmers’ purchasing co- 
operatives. A comparison of their operation 
with privately owned enterprises is made in 
the case of the first two. Only retail co-op- 
eratives are considered, and new firms which 
had not yet become settled as to operating 
results were excluded. 

The standard profit and loss and expense 
account which was formulated attempts to 
show the true economic cost of conducting 
the business and endeavors to facilitate 
comparisons with non-co-operative enter- 
prises. In computing total expense, an inter- 
est charge of 6 per cent is added to all assets, 
including the firm’s equity in those assets. 
In calculating gross margin, patronage re- 
bates from co-operatively owned suppliers are 
deduced from merchandising cost. Net pro- 
fits are determined by deducting total ex- 
pense from gross margin, and net gain is ob- 
tained by adding to net profits interest at 6 
per cent on the firm’s equity as well as any 
difference on borrowed capital between in- 
terest at 6 per cent and interest actually paid. 

Schmalz’s study is unquestionably one of 
the most valuable of the many publications 
about consumer co-operatives in the United 
States, both because of the quality of the 
work and because of the author’s approach. 
The ultimate justification for consumer co- 
operatives will depend upon their ability to 
perform the marketing functions at least as 
inexpensively as the private enterprise does; 
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and this study furnishes much valuable ma- 
terial concerning this question. 

The food co-operatives had net profits of .9 
per cent of sales and net gain of 2.3 per cent 
of sales. These figures, as well as those for 
gross margin and total expense, are strikingly 
close to those for a number of groups of pre- 
sumably comparable private independent 
and chain enterprises with which the author 
compared the food co-operatives. The fig- 
ures would indicate that food co-operatives 
have as yet not made good their claim of a 
substantial reduction in retail operating 
costs over the private enterprise; but they 
would also suggest that the co-operative can 
carry on business profitably for its members 
and at least as efficiently as its competitors. 
The variation in performance among the co- 
operatives is interesting, the nine most prof- 
itable ones having four times the rate of net 
profits over twice the rate of net gain that 
the group as a whole had, the advantage be- 
ing due primarily to lower expense. 

The general store co-operatives made a 
better showing. Their gross margin and total 
expense rates were lower than those of the 
food co-operatives, and their rate of net 
profits and, more particularly, their net 
gain, were higher. The comparison with the 
private enterprise was also apparently more 
favorable, particularly with regard to ex- 
pense. 

The farmers’ purchasing co-operatives 
were divided into three sub-groups, those 
dealing almost exclusively in non-petroleum 
products, those dealing almost exclusively 
in petroleum products, and those in which 
sales of both products were important.The 
latter two were again subdivided into those 
with and those without filling stations. The 
farmers’ purchasing co-operatives taken as a 
group made a distinctly more profitable show- 
ing than did the other co-operatives. Par- 
ticularly was this true of those dealing al- 
most exclusively in petroleum products and 
having filling stations, their net profits being 
5.9 per cent of sales and their net gain being 
8.§ per cent of sales. 

The author’s pioneer work presents much 
interesting and provocative material con- 
cerning the business results of the retail as- 


pect of the American consumer co-operative, 
and should stimulate further study toward 
answering questions that obviously in whole 
or in part still remain. Particularly, a com- 
parison of the farmers’ purchasing coopera- 
tive with the private enterprise of that field, 
and a further study of the marked superiority 
in the record of the most profitable co-opera- 
tive over that of the other co-operatives 
would be interesting. 

W. Scorr Hatt 

Transylvania College 
THe AMERICAN Way oF Lire, by George E. 

Sokolsky. New York: Farrar and Rine- 

hart, 1938. Pp. xxi, 180, viii. $2.00. 

In times like the present, when the pen- 
dulum of political and economic thinking ap- 
pears to be swinging from the so-called 
Liberalism which has been the vogue since 
around 1933 tow ards a somewhat more con- 
servative point of view, it might be expected 
that the voices of the defenders of capitalis- 
tic business and its practices would become 
increasingly assertive after the long years 
during which they have been to some extent 
under a cloud of social opprobrium. 

Such a voice is to be found in The Ameri- 
can Way of Life. In fact, it goes beyond mere 
defense; “‘rather does it take the offensive.” 
The author states in the preface that “we are 
fighting on all fronts, fighting to maintain 
our way of life, our system of private enter- 
prise,” and he undertakes aggressively to de- 
fend private enterprise on a number of fronts 
including that of advertising. The introduc- 
tion by Fulton Oursler, Editor of Liberty, 
indicates the raison da’ étre for the book which 
appears to have been the discovery that his 
daughter was being taught in school that 
advertising is basically untrue, and an eco 
nomic waste, and that, were it eliminated, 
goods would be better and cheaper. It was in 
an attempt to counteract such doctrines that 
this volume was written, most if not all of 
the chapters having appeared originally as 
articles in Liberty. 

A series of chapters undertake to prove 
that the American system of capitalistic 
private enterprise is, to date at least, the 
best of all possible systems. American stand- 
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ards of living are said to be the highest in the 
world. This condition exists because of the 
freedom of private enterprise from govern- 
mental domination and the benign presence 
of the three principal distinguishing charac- 
teristics of the American system, namely, 
mass production, mass distribution, and 
mass availability, which last the author desig- 
nates as advertising. Advertising makes pos- 
sible competition through which the Ameri- 
can standard of living has reached its 
present eminence New and better products 
at progressively lower prices are taken to be 
the inevitable results of the operation of 
these basic factors in a free capitalistic sys- 
tem. 

As proof of these conditions, the author 
presents statistical evidence purporting to 
show the extent by which the American 
standard of living exceeds those of other 
countries, and also compares present condi- 
tions in this country with those of some 
years ago. In further support of his conten- 
tion that competition through advertising is 
entirely beneficient, he portrays the develop- 
ment of the orange, milk, automobile, cereals 
and bread, cosmetic, and drug and proprie- 
taries industries. Eight chapters of the book 
are given over to this process. 

The remainder of the volume consists of 
one chapter telling of the author’s experi- 
ences with advertised (and non-advertised 
products in refurnishing an old farmhouse 
which he purchased for a summer home, and 
several lauding private enterprise, calling 
for the retention of a free press, listing the 
protections which the consumer has to safe- 
guard himself against being exploited or de- 
frauded, and, finally, presenting a trio of 
“Yardsticks of Living” to drive home the 
author’s arguments concerning the American 
standard of living. 

The book is quite avowedly propagandistic 
and as such contains a number of statements 
with which many of its readers may dis- 
agree. Among these are the following: “‘Curi- 
ous as it may seem, advertising saves money 
for the consumer and makes money for the 
manufacturer. So in reality it costs nobody 
anything.” “The dramatization of a truth 
does not make the truth false. Advertising is 


dramatized truth.” “Competition prevents 
exorbitant charges for any advertised, trade- 
marked goods,” 

The author does not confine his efforts to 
extolling the merits of private enterprise and 
advertising. He inveighs against the critics of 
the American system, excoriating in particu- 
lar the authors of the so-called “guinea pig”’ 
books, whose aims he interprets as being not 
merely the criticizing of advertising, but to 
undermine the system and substitute some 
other for it. He devotes most of the eleventh 
chapter to refuting the contention of Thur- 
man Arnold, Assistant Attorney General of 
the United States, that current advertising 
practice tends to promote monopoly among 
those companies who are financially able to 
advertise more extensively than their com- 
petitors. 

Mr. Sokolsky admits the presence of 
crooks in the American system, but claims 
that they are vastly in the minority and feels 
that self-policing by businessmen, with gov- 
ernmental assistance in the form of legislation 
and vigilance on the part of the Federal 
Trade Commission and the Food and Drug 
Administration, is adequate to protect con- 
sumers’ interests. 

The book is written in the popular vein for 
lay reading. Despite the presentation of a 
considerable amount of statistical data deal- 
ing with living costs in various countries, the 
book is completely undocumented. There is 
no reason to believe, however, that these 
data are inaccurate. And from the stand- 
point of the average, non-professional reader, 
the readability of the book is probably en- 
hanced through their omission. Teachers of 
Marketing, who may have made a practice 
of assigning some of the “guinea pig” books 
for outside reading in their courses, may wish 
to add this book to their list as a presenta- 
tion of the other side of the picture. 

Haro.ip A. BAKER 
Miami University 


Does Distrisution Cost Too Mucu? By 
Paul W. Stewart, J. Frederick Dewhurst, 
and Louise Field. New York: Twentieth 
Century Fund, 1939. Pp. xvii, 403. $3.50. 
This report is for the most part, based on 
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published materials from government bu- 
reaus, research agencies, and individuals. 
The sources quoted are fairly representative, 
although the absence of any reference to 
Lough’s! study is conspicuous. There are a 
number of tables and statements based on 
“confidential” information, or data supplied 
by two or three manufacturers. These may 
be taken largely as illustrative; nevertheless 
they are valuable. 

The answer to the question: “‘Does distri- 
bution cost too much?” is ““Yes”’ because the 
research findings show: (1) opportunities for 
saving by reducing the duplication of sales 
outlets, excessive services, multitudes of 
brands, unnecessary advertising, unreasona- 
ble demands and misinformed buying by 
consumers, and lack of knowledge and too 
much zeal for volume by distributors; and (2) 
that some of the newer types of distributors 
show economies in operation. “Taking the 
field of distribution as a whole the process 
undoubtedly costs too much. But how much 
too much is impossible to say.” 

The report consists of two divisions: first, 
the report on findings of facts by the re- 
search staff; and second, the conclusions and 
recommendations of the committee which 
supervised the study. The fact-finding por- 
tion makes a contribution in bringing to- 
gether data on the costof distribution, adding 
a certain amount of original material, and by 
a careful charting of the flow of goods 
through the trade channel. The recommenda- 
tions are excellent—at least I find myself in 
substantial agreement with them. 

In chapter 1 the problem is defined clearly. 
The authors then reach the conclusion that 
the output per worker in distribution has re- 
mained practically stationary. They state 
that the output per worker in production in- 
creased 235 per cent from 1870 to 1930 while 
the output per worker in distribution in- 
creased only 4 per cent. The output for 
workers in production and distribution com- 
bined increased 159 per cent, while the out- 
put per capita (total population) increased 
186 per cent. 

Prior to the publication of this report, I 


1 Lough, Wm. H. and Gainsbrugh, Martin R.: High 
Level Cansumption, 1935. 


had used a similar method and had reached 
a quite different result. The difference in re- 
sult arises from differences in indices used. 
The study under review used only one index 
to indicate the volume of goods marketed 
while I used five and guessed that the index 
showing intermediate results probably gave 
the truest picture. Thus I estimated an in- 
crease of 30 per cent per worker in distribu- 
tion from 1869 to 1899 and 36 per cent from 
1899 to 1929 (see JOURNAL OF MARKETING 
for October, 1939). 

Had the authors used the Standard Sta- 
tistics index they would have shown that the 
output per distributive worker more than 
doubled from 1889 to 1929 instead of in- 
creasing 11 per cent. The report bases all 
comparisons on 1870. The census of 1870 
may have been less accurate than others ow- 
ing to conditions in the Southern states. Us- 
ing the report’s figures (p. 379) the output 
per worker in distribution increased 14 per 
cent from 1900 to 1930 (the period in which 
the index of production may be assumed to 
be more accurate). Results from this method 
show only trends or broad movements. If the 
authors had used the Standard Statistics in- 
dex instead of the Federal Reserve Board 
index, one wonders how it would have 
changed their conclusions. 

Even if distribution costs have increased, 
the authors are careful to point out that dis- 
tribution does more than formerly as, for ex- 
ample, transporting goods for greater dis 
tances and rendering more services to con- 
sumers. 

Chapter 2 contains well-selected material 
showing the cost of distributing specific prod- 
ucts. In tables 4, 5, and 6, the retail prices 
appear to be the marked or asking prices and 
not the actual prices received. If so, the com- 
puted price spreads would not take into ac- 
count mark-downs and stock shortages. The 
same limitation appears to apply to some 
other statements of price spreads. On page 
34, the authors credit me with a study show- 
ing the cost of marketing canned tomatoes. 
This is incorrect. My reference was: “W. J. 
Hart, University of Maryland, quoted in 
Fournal of Commerce, April 8, 1929.” Their 
reference should read: ““W. J. Hart, —— 
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quoted by .”’ This type of carelessness 
in quotations is becoming all too common. 
The authors may be less guilty than some 
others; but someone must enter a protest. 

Chapter 3, which traces the flow of goods 
through distributive channels, is carefully 
done. The authors seem to have checked over 
and refined previous tables. The value of the 
chapter may be somewhat reduced for use as 
source material by other workers due to the 
failure to give references to all figures and 
their exact method of derivation (appendix 
pp: 371-376). 

In chapter $, the total cost of distributing 
goods in 1929 is given as $38.5 billions.? This 
figure is given as $9 per cent of the prices 
paid by terminal buyers (household con- 
sumers, institutions, public utilities, foreign 
buyers, government agencies, and contrac- 
tors). The cost of distribution was divided as 
follows: manufacturers, $9.1 billions, or 14 
per cent of cost to terminal buyers; whole- 
salers of all types, $7. billions or 11 per cent; 
transportation, $8.8 billions, or 13 per cent 
retailers, $12.6 billions or 19 per cent; miscel- 
laneous, $1 billion, or 2 per cent. Marketing 
costs of extractive industries are not in- 
cluded. Terminal buyers are not all household 
consumers. If they were, these percentages 
would be somewhat higher. 

These figures suggest that the distributing 
costs of manufacturers should receive more 
attention than they have in the past, as they 
are almost half as much as those of whole- 
salers and retailers combined. The question 
arises as to possible duplication in transpor- 
tation costs and the marketing costs of dis- 
tributors and manufacturers. 

I am at a loss to understand the addition 
of $600 millions to cover the cost of national 
advertising (p. 119) since advertising was 
included as an expense in the study of the 
Association of National Advertisers Inc. and 
National Association of Cost Accountants 
which was used in estimating the marketing 


* This compares with my estimate, made in 1933, of 
#39.4 billions. The estimate of $38.5 billions omits the 
marketing expenses of farmers and others in extractive 
industries but gives a larger figure for transportation 
costs, presumably because of more complete coverage 
of motor truck transportation. 


cost of manufacturers. The authors say (p. 
124) “the trend of distribution costs appears 
to have been markedly upward for a consid- 
erable period of years prior to 1929...” yet 
they present no figures for years prior to 
1921. So far as their data show, the move- 
ment may have been cyclical. Lough’s study 
would have helped here. It showed that the 
percentage costs of marketing manufactured 
goods declined from the pre-war period to 
1931. 

The concluding chapters point out the de- 
fects of the present marketing system; set up 
underlying objectives for ‘“‘the American 
system’”’; and give recommendations for im- 
provements. The explanation of the high 
cost of distribution includes: duplication of 
sales efforts and retail outlets, the liberal 
services rendered consumers, competitive 
advertising, poor planning and management 
by market operators, and poor pricing pol- 
icies. 

Having established the fact that the pres- 
ent system of distribution is defective, the 
committee might either recommend the es- 
tablishment of a different kind of system, or 
the improvement of the existing system. It 
devoted its attention to recommendations 
for improving the present system. It set up 
three critera as underlying “the American 
system”’: (a) free choice by consumers with 
the costs which invariably accompany such 
choice; (b) freedom of opportunity by dis- 
tributors including the opportunity to de- 
velop new methods and techniques, and (c) 
a competitive system “‘which although not 
entirely free and untrammeled, should be 
regulated with two ends in view: (1) the pro- 
motion of long-run interests of consumers 
and (2) the protection of the public interest; 
not merely to preserve the status quo or de- 
fend the position of particular groups of dis- 
tributors.” 

To attain these objectives the committee 
recommends: (a) more consumer knowledge 
(including aid by government, elimination of 
fraud and misrepresentation, informative 
labeling, retail prices based on differences in 
services rendered, government testing, de- 
velopment of consumer cooperatives, and 
consumer education in schools); (b) more op- 
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erating information for, and more efficient 
performance by, distributors (improved cost 
accounting for distribution aided by govern- 
ment research, the establishment of an in- 
stitute for research in consumption and dis- 
tribution with liberal endowment, gathering 
of more statistics by government agencies, 
study of prices and price spreads, study of 
advertising costs; study of effect of lower 
prices on sales volume; study of causes and 
effects of business mortality, and more edu- 
cation for distributors); and (c) adherence to 
the competitive system (by immediate repeal 
of laws designed to destroy or preserve any 
special group of distributors; repeal of state 
legislation discriminating against products 
of other states; strengthening laws and ad- 
ministration to prevent and destroy private 
monopoly, and governmental sanction for 
distributors to agree to limit certain costly 
excesses in competition, as agreements to 
charge separately for retail delivery, agree- 
ments on credit terms, and on standards). 

The reviewer is in substantial agreement 
with these recommendations and _ heartily 
endorses most of them; but it must be point- 
ed out that by no stretch of the imagination 
can they all be said to be based on the factual 
findings of the study. They should, however, 
be decidedly worth while since the recom- 
mendations of a distinguished committee, 
such as that responsible for this study, and a 
nationally known foundation will carry more 
weight than those of an individual. 

P. D. ConvEeRSE 
University of Illinois 


A Store MERCHANT-IZED, by Bruce M. 
Weinhold. Youngstown, Ohio: Ben Men- 
tor Publishing Company, 1939. Pp. 131. 
$5.00. 

The hundred-odd pages (‘“‘letter-size for 
ready reference and filing’’) of this volume 
present the ideas of a well-known depart- 
ment store controller through numerous 
charts and forms accompanied by brief dis- 
cussions. Some of the main subjects examined 
are organization, merchandising, publicity, 
control, superintendency, public relations, 
collective bargaining, the operating company 
and trade associations. 


The author holds up the success of the in- 
dividual merchant as the ideal, and feels that 
the merchandising groups in a large store 
should attain to the prosperity of successful 
independent merchants. This probably re- 
flects the desire of department heads in large 
stores for more recognition and freedom from 
the owners and general management. 

Much attention is paid to charting the or- 
ganization as a whole and its component 
parts. The conventional store organization 
chart is used, but there is included in every 
department a divisional merchant and staff 
whose duties are quite like those of the pres- 
ent buyer. Over and above this, the depart- 
ments are arbitrarily placed under the super- 
vision of either a staple or a fashion division- 
al manager who functions through the divi- 
sional merchant for specific departments. All 
departments are to be divided according to 
the staple or fashion nature of their mer- 
chandise. It would seem that not all depart- 
ments are easily classified into one group or 
the other, and a conflict in administrative 
authority might easily arise. Thus, a new au- 
thority is superimposed which appears rather 
superfluous in case the departmental buyer is 
doing his job effectively. If such a new de- 
partment and staff is set up, it may possibly 
involve an added expense without sufficient 
reason therefore. 

The author points out that the charts have 
been presented as ideals which should be ad- 
justed for the talents of particular individu- 
als. However, charting is meant to show 
duties and lines of authority. If the charts 
are adjusted to suit the individual perform- 
ance and capability the entire picture is so 
transient that it means little. 

The section on profitable manipulation in 
relation to mark-on and mark-down might 
cause some economic authorities and the 
more socially-minded brethren some qualms 
from the standpoint of their ethical concepts. 
The chapters on personnel and publicity are 
short but they are pithy and well-done. Here 
condensation has been a virtue but in the 
sections on control I would have enjoyed a 
more thorough explanation of the points 
which are somewhat unorthodox. 

The author comments on his radical han- 
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dling of practical material, but the radical- 
ism appears to be in the details and not in 
the fundamental concepts of retailing. But 
all who read, though they may differ, will 
still have had a challenge presented to them 
concerning their present ideas and methods. 
As a result, I wonder whether certain things 
which have been accepted are really as 
fundamental as they have always seemed. A 
book which presents such a stimulus is worth 
while. 

J. Russet, DousMan 

University of Pennsylvania 


B.—ABSTRACTS OF ARTICLES FROM THE 
SCIENTIFIC JOURNALS AND NOTES 
ON PAMPHLET MATERIALS 
By Reavis Cox, University of Pennsylvania 
Facrors AFFECTING THE Rate or RETURN 

on MaILep QuEsTIONNAIRES, by Walter 

Mitchell, Jr. From The Fournal of the 

American Statistical Association, Decem- 

ber, 1939, pp. 683-692. 

From an analysis of the results obtained in 
some 40 questionnaire surveys by Dun & 
Bradstreet, the following emerge as the prin- 
cipal factors affecting the rate of return: (1) 
Selectivity of the mailing list, with particular 
reference to common group interests, group 
morale and the extent to which addresses are 
up-to-date. (2) Timeliness of the subject, in- 
cluding novelty. (3) Prestige of the investi- 
gating agency. (4) Quality of salesmanship 
displayed in seeking the information. (5) De- 
gree of reluctance to reveal confidential 
figures, a matter related to the calibre of the 
men questioned, confidence in the research 
agency, and methods of identifying contribu- 
tors. (6) The direct or indirect financial stake 
of the contributors in the success of the sur- 
vey. (7) The amount of work entailed in fill- 
ing out the questionnaire. 

It is not practicable to work outa very sat- 
isfactory relative weighting of these factors. 
“For the moment it can at least be said that 
the ideal return will be obtained from a very 
brief questionnaire on a burning current is- 
sue, sent by a sponsor of undoubted prestige 
to a mailing list of large enterprises, who 
have previously cooperated in a similar pro- 


ject. Conversely, if it were possible to com- 
bine all the unfavorable factors which appeal 
to hold down the rate of return—somebody 
you never heard of should send out broad- 
cast a very long and dull questionnaire on a 
subject which no one cares about.” 


Desicn Piracy, by Kenneth D. Hutchin- 
son. From the Harvard Business Review, 
Winter, 1940, pp. Ig1-198. 

Disappointed in their attempts to obtain 
adequate controls through Federal legisla- 
tion, opponents of so-called “design piracy”’ 
have also been handicapped in attempts to 
obtain control through private organization 
by the fact that too great success renders 
them liable to attack as conspiracies in re- 
straint of trade. In any event, from the 
broader social and economic points of view, 
there are serious flaws in the reasoning of 
those who would institute controls. Aside 
from the difficulty of identifying true “‘orig- 
inators”’ of styles (since virtually all styles 
are revivals and adaptations of earlier ones), 
it is necessary to remember that imitation is 
the very essence of fashion, and especially 
imitation of one’s “betters.’’ Success in re- 
stricting consumers of lower income to prod- 
ucts which lacked style appeal because no 
one of superior position had ever used them 
or because they had been abandoned by per- 
sons of greater wealth, would destroy the 
process which we call fashion. It would also 
to some extent weaken the force which leads 
consumers of expensive goods to discard 
products not yet worn out, since the imita- 
tion which renders such goods less interest- 
ing to them would disappear. The demand 
for control over copying is thus part of a con- 
troversy over W ho shall provide the copies 
which are a necessary component of fashion, 
rather than a demand for the elimination of 
copying. It seems to be a demand for some 
sort of monopoly over this part of the style 
process. 

SUPERMARKET AND CHAIN - SroreE Foop 

Prices, by Charles F. Phillips. From The 

Fournal of Business of the University of 

Chicago, October, 1939, pp. 323-336. 


A survey made early in the summer of 
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1939 leads to the following conclusions con- 
cerning food prices in Utica and Syracuse, 
ae 

(1) Supermarkets operated by old-line 
chains are underselling both independent 
supermarkets and supermarket chains in the 
two cities. The average price advantage of 
the old-line chains over each of these types of 
competitor ranges from 4.8 to II per cent. 

(2) The prices quoted in the older combi- 
nation service units of the old-line chains 
average 4.4 per cent higher in Utica and 8.5 
per cent higher in Syracuse than the prices 
quoted in the supermarkets of the same 
companies. 

(3) In Syracuse the prices in the combina- 
tion units of the old-line chains are somewhat 
higher than those in independent super- 
markets, while in Utica the reverse is true. 

(4) Smaller self-service stores being opened 
by the old-line chains quote prices at virtu- 
ally the same levels as those quoted in the 
same companies’ supermarkets. 

(5) It seems likely (although specific data 
were not gathered) that the prices of the 
smaller independent food stores in Syracuse 
may be as muchas 14 per cent higher than the 
prices in the supermarkets of old-line chains. 

(6) The lower prices in supermarkets re- 
flect lower prices on a majority of the items 
carried, not drastic reductions on a few items. 

An interesting by-product of the study 
was the discovery that the stores of the A. 
& P. in Syracuse were operating in five or six 
different price ‘‘zones,” the lowest being, in 
the main, that of the large self-service super- 
markets, the highest that of the straight 
service grocery stores. While stores in gen- 
eral seem to fall into price “zones”’ in accord- 
ance with their operating costs, the system 
gives the company a degree of price flexibil- 
ity which enables individual stores to meet 
severe competition quickly by shifting into 
another price “zone”’ without loss of author- 
ity by headquarters. 


THE Furure oF THE SMALL Town ReE- 
TAILER, by Robert V. Mitchell. Pp. 1-7 in 
“Opinion and Comment,” University of 
Illinois Bulletin, Vol. XXXVII, No. 16, 
Dec. 12, 1939. 


Our country was laid out on a system usu- 
ally referred to as a “railroad and horse geog- 
raphy,” under which, in addition to the 
large commercial centers, county seats es- 
tablished at intervals of 20 or 30 miles served 
as trading centers for farmers, whereas vil- 
lages at intervals of four to six miles served 
them as supply stations. In central Illinois 
the spread of automobile ownership among 
farmers, beginning as early as Ig10, rapid 
improvement of highways after 1920, the im- 
poverishment of farmers after the 1920 break 
in prices, a decline in the farm population, an 
increase in farm tenancy, and a decrease in 
opportunities for employment in rural areas, 
all resulted in a decline in the business of 
village merchants. A recent survey shows 
that this decline continued into 1938. In ad- 
dition to the factors already mentioned, rea- 
sons for the continuance of the decline into 
recent years include “depression psychol- 
ogy,” chain stores, and loss of banking facil- 
ities. Wide variations in trend were shown 
among villages, among types of stores and 
among individual stores of particular types. 
It is evident that, despite the fundamental 
changes taking place in the economic struc- 
ture of Illinois, there is opportunity for suc- 
cessful operation by efficient retailers in 
small communities. 


Does FururE TRADING INFLUENCE PRICES? 
by Deane W. Malott. From the Harvard 
Business Review, Winter, 1940, pp. 177 
Igo. 


This study was set up to find an answer to 
the question: Does futures trading cause a 
dislocation of agricultural price trends, not 
found in the prices of commodities for which 
futures contracts are unavailable. From an 
examination of many price series, a negative 
answer emerges. While no attempt has been 
made to analyze fully the whole subject of 
the relation of futures prices to cash prices, 
except to point out that this relationship is a 
part of the mechanics rather than of the eco- 
nomics of pricing, the study discloses no 
trace of influence upon cash prices attribut- 
able to futures contract trading or to specula- 
tion in futures contracts. 
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ExpenpITURE Hasits or Wace EARNERS 
AND CLERICAL Workers, by Faith M. 
Williams and Alice C. Hanson. From the 
Monthly Labor Review, December, 1939, 
pp. 1311-1334. 

From a study of 14,469 families in 42 cities 
whose incomes and expenditures in 1934- 
1936 were compiled and analyzed, this ar- 
ticle derives data concerning expenditure 
patterns among the families of wage earners 
and clerical workers which will be of great 
interest to marketing men. Income in these 
families ranged upward from $500 a year, the 
median being $1,458. Of this, the average 
family spent approximately one-third for 
food and another third for housing, house- 
hold operation and household furnishings 
and equipment, the remaining third being 
divided over a wide variety of items. As has 
been revealed in the earlier studies of income 
and expenditure published by the Bureau of 
Labor Statistics, the expenditure patterns of 
individual families vary widely about the 
average. Significant differences are found ac- 
cording to differences in income, race, family 
composition and occupation of the chief 
wage-earner. 


RuNNING COMMENTS ON OTHER 
ARTICLES 

State barriers on interstate trade are at- 
tracting a good deal of attention from writers 
of articles in both the scientific and the pop- 
ular journals. Three articles to which atten- 
tion can well be called here include: ““Trade 
Barriers Between the States,” by F. Eugene 
Melder, and ““The Supreme Court and Inter- 
state Barriers,” by Robert H. Jackson, both 
of which are included in the January, 1940, 
issue of The Annals of the American Academy 
of Political and Social Science, and “Trade 
Barriers Within the United States,” by 
Ralph Cassady, Jr., in the Harvard Business 
Review, Winter, 1940. Professor Melder is 
also the author of “‘State Trade Walls,” a 
pamphlet published by the Public Affairs 
Committee, New York City, as Number 37 
in its Public Affairs Pamphlets. 

A condensed description of what is planned 
in the current Census of Business has been 


written by Fred A. Gosnell, chief statistician 
of the census, and will be found in The Four- 
nal of the American Statistical Association, 
December, 1939, pp. 667-673. Mr. Gosnell 
describes the changes planned in the scope 
and content of the census as compared with 
earlier censuses. Time limits set for the enu- 
meration were April 30 for all cities of 100,- 
000 population or more and March 31 for all 
other areas. The Census Bureau hopes to 
have all State, County and City reports pub- 
lished in final form by September, 1941, and 
to complete the general tabulation by early 
in 1941. In subsequent months a number of 
trade reports and special analyses will be 
published. 

The May, 1940, issue of The Annals of the 
American Academy of Political and Social 
Science will be printed under the title, 
“Marketing in Our American Economy.” 
Suggested originally as an aspect of the ob- 
servation of the twenty-fifth anniversary of 
the first constituent organization of the 
American Marketing Association, the issue 
will contain more than 20 articles on various 
aspects of marketing by well-known students 
of the subject. Howard T. Hovde, of the Uni- 
versity of Pennsylvania, will be the general 
editor. 

Many interesting items of marketing his- 
tory can be gleaned by readers of the special 
issue printed on October 20, 1939, by The 
Fournal of Commerce, of New York, to cele- 
brate its completion of 100 years of daily 
food trade reporting. Prepared under the di- 
rection of Hugh M. Foster, the centennial 
issue draws freely upon reminiscences of 
trade members and upon the files of the pub- 
lication for data concerning the growth and 
development of food manufacturing, whole- 
saling and retailing during the last century. 

Students of marketing who are interested 
in the experiments being made with mathe- 
matical derivation of demand curves will 
find much enlightenment in a vigorous de- 
bate between Wilford I. King and two of the 
authors of The Dynamics of Automobile De- 
mand, published by the General Motors 
Corporation last year, Charles F. Roos and 
Victor von Szeliski. The debate will be found 
in the December, 1939, issue of The Fournal 
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of the American Statistical Association; Pro- 
fessor King, writing under the title “Can 
Production of Automobiles be Stabilized by 
Making Their Prices Flexible?” attacks the 
concepts, procedures and conclusions of 
Messrs. Roos and von Szeliski, who defend 
themselves with equal vigor under the title, 
“The Concept of Demand and Price Elas- 
ticity—The Dynamics of Automobile De- 
mand.” A “rejoinder” and “further reply” 
close the discussion. 

In The Fournal of Business of the Uni- 
versity of Chicago for October, 1939, pp. 386- 
412, E. A. Duddy and D. A. Revzan con- 
tinue their series of articles on the marketing 
of fruits and vegetables in Chicago. This 
article (which is to be continued) carries the 
title, ““The Location of the South Water 
Wholesale Fruit and Vegetable Market in 
Chicago.” As the title suggests, the authors 
analyze the forces which determine the most 
economical location of the market and un- 
dertake to evaluate the present location of 
the market. 

Marketing men who have an interest in 
problems of anti-trust law and policy, in- 
cluding attempts to set up controls over 
“disorderly competition,” will do well to 
read “‘Notes on the Anti-Trust Law Policy,” 
by Paul T. Homan, Quarterly ‘fournal of 
Economics, December 1939, pp. 73-102. 
Professor Homan belittles the commonly 
heard argument that the anti-trust law 
policy is “‘an obsolescent vestige of an earlier 
and simpler world” and undertakes to lay 
the groundwork for thinking through anew 
the whole subject of controlling monopoly 
by governmental action. 

In “Distribution and the Finance Com- 
pany,” Harvard Business Review, Winter, 
1940, pp. 199-206, William H. Grimes, ex- 
amines arguments for and against install- 
ment credit. He concludes that this form of 
credit has passed the experimental stage 
and, while probably subject to considerable 
further debate from many angles, has be- 
come a permanent feature of our national 
economy. 

Three more articles in the series by N. H. 
Comish on compensation systems in Oregon 
retail stores, appear in the November, De- 


cember and January issues of the Oregon 
Merchants’ Magazine. Five of these articles 
have now been published. The November 
article discusses the “‘Use of the Salary and 
Commission as Compensation for Oregon 
Retail Salespeople.” This plan is used in 23 
per cent of the stores surveyed. The Decem- 
ber article takes up the ‘Use of the Salary 
and Bonus for Salespeople in Oregon Stores,” 
a plan used by only 7 per cent of the stores 
studied. In the January article on the “Role 
of Profit Sharing in the Compensation Sys- 
tem,””’ Professor Comish considers the use of 
this plan by § per cent of the stores studied. 
Each article describes the plans used in de- 
tail and appraises their value to manage 
ment. 


Notres ON PAMPHLET MATERIALS 


THe ConsuMER Spenps His Income: Wash- 
ington, National Resources Committee, 
1939, 49 pp. 

How WE Spenp Our Money, by Maxwell 
S. Stewart: Public Affairs Pamphlets. 
No. 18 (revised), New York, Public Af- 
fairs Committee, 1939. 

These two pamphlets summarize ma 
terials in the many reports which have now 
been issued upon the basis of data collected 
in the Study of Consumer Purchases. The 
first is a condensed summary of the material 
offered in the two elaborate reports of the 
National Resources Committee: Consumer 
Incomes in the United States, published in 
1938, and Consumer Expenditures in the 
United States, published in 1939. For most 
purposes specialists in marketing will want 
to work with the original reports, which are 
available from the Superintendent of Docu- 
ments at Washington for 30 and $0 cents, 
respectively. No extended discussion is 
needed to prove the utility for marketing 
men of data on income and expenditures of 
the American people drawn from a study of 
30,000 families. The condensed version of- 
fered in this pamphlet will be of interest to 
those who want the general picture but are 
not greatly interested in the details. As a 
reading assignment it should be very useful 
to teachers. 
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Mr. Stewart’s pamphlet is a somewhat 
shorter discussion than the pamphlet just 
described. It is designed for non-specialized 
readers and is based not only upon the two 
reports of the National Resources Com- 
mittee, but also upon the detailed studies of 
particular regions and cities published as 
separate studies by the Bureau of Labor 
Statistics, the Bureau of Home Economics, 
and the Works Progress Administration at 
various times between 1936 and 1939. 


Co_tp Srorace Lockers 1n New York 
SraTE: 1938, by I. R. Brierly: Ithaca, 
N. Y., New York State College of Agri- 
culture, 1938. (Mimeographed.) 

While this study is restricted to one State, 
it will be of value to marketing men who seek 
data on this new and relatively unexplored 
area of marketing. Especially useful are the 
data obtained from locker patrons concern- 
ing such things as their reasons for using 
lockers, the kinds of amounts of products 
stored in lockers, the length of time products 
were stored, and the extent to which patrons 
were satisfied with the service received. 


Price MAINTENANCE IN KNOXVILLE, TEN- 
NESSEE, UNDER THE TENNESSEE FAIR 
Trapv—E Act oF 1937, by Charles W. 
Lewis: Knoxville, University of Ten- 
nessee, November, 1939, 64 pp. 

Fair Trape: Wirn EspecitaL REFERENCE 
To Cut-Rate Druc Prices In MICHIGAN, 
by Edgar H. Gault: Ann Arbor, Univer- 
sity of Michigan, 1939. 56 pp. 

On the basis of interviews made approxi- 
mately 14 months after passage of Ten- 
nessee’s Fair Trade Act, Mr. Lewis reaches 
the conclusion that large sections of the re- 
tail trade of Knoxville had not been affected 
by resale price maintenance. Outside of 
books, jewelry and drugs, very few con- 
tracts had been signed by retailers. Some of 
the important conclusions reached in a 
statistical survey restricted to the drug 
trade were: That in most of the orthodox 
stores of the city, the act had had little or 
no effect on the great majority of prices, al- 
though in a few of these stores many items 
had been reduced substantially. That there 


seemed to be little tendency for the minimum 
prices to become the actual prices in these 
stores. That in cut-rate stores, prices of 
controlled items had decreased, and a defi- 
nite tendency had appeared for the minimum 
prices set by manufacturers to become 
maximum prices. 

Chapters 1 and 2 of Professor Gault’s 
bulletin present in non-technical language a 
summary of familiar materials on the nature 
of and reasons for fair trade laws and the 
pros and cons of resale price maintenance. 
Chapter 3 compares drug prices advertised 
in the Detroit News and the Ann Arbor 
Daily News before and after passage of 
Michigan’s Fair Trade Act. Professor Gault 
concludes that the Fair Trade Act has made 
consumers in Michigan who formerly bought 
drug products at cut prices pay from 15 to 
30 per cent more than before for controlled 
items, whereas prices of non-controlled 
items have declined slightly in cut-price 
stores. The rest of the pamphlet describes 
conclusions reached in studies concerning 
the effects of price maintenance in other 
states and gives the author’s own con- 
clusions as to the probable effects of price 
maintenance upon retailers and wholesalers. 


Laws AND ORDINANCES REGULATING TRAN- 
SIENT DEALERS AND CLOSING Our SALEs. 
Washington, American Retail Federation, 
1939, 40 pp. 

This pamphlet presents a description of 
the various forms taken by state laws and 
municipal ordinances governing the opera- 
tions of peddlers, canvassers, solicitors, 
transient merchants and itinerant truckers 
and the management of closing out sales. In 
a series of comparative tables, it lists the 
principal provisions of State laws and 
municipal ordinances in all parts of the 
country. In its concluding chapter the 
pamphlet lists the attributes laws and 
ordinances of this sort should include if they 
are to be “satisfactory and effective” from 
the point of view of local merchants. Two 
appendices give brief digests of a great many 
court decisions involving laws and ordi- 
nances on these subjects and a list of the 
principal cases which have been decided. 
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ConTROL— 


SaLes Costs AnpD Price Poticy. 
TRIAL MAarKETING: Cost 
Propuct PromoTion—APpPLICcATION EN- 
GINEERING. New ProBLEMS OF SALES 
MANAGEMENT. New York, American 
Management Association, 1939. 


These three pamphlets present thirteen 
talks given by as many speakers at the 
Marketing Conference of the American 
Management Association held in New York 
in April, 1939. The materials cover a wide 
range, including: the measurement of ad- 
vertising response; the use of a one-price 
system in selling by the manufacturers of 
Talon slide fasteners; techniques of sales 
costing; promotion of a policy of retail price 
maintenance by Pepsodent products; the 
control of industrial market ting costs; a case 
study of the marketing of a new product, 
“neoprene,” a rubber-like material produced 
by E. I. du Pont de Nemours & Company; 
the handling of sales problems which require 
application engineering; the relation of taxes 
to sales; and methods of hiring sales person- 
nel. The bulletins sell for 75 cents, $1.00 and 
50 cents, respectively. 
INTERNATIONAL TRADE IN CERTAIN Raw 

MaTERIALS AND Foopsturrs By Coun- 

TRIES OF ORIGIN AND CONSUMPTION: 

1938: Geneva, League of Nations, 1939, 

178 pp. $1.50. Available from Columbia 

University Press. 

This volume undertakes to tabulate the 
sources from which countries obtain their 
raw materials and foodstuffs. A special com- 
pilation was necessary because the trade 
returns of many countries do not provide 
this information or indicate some inter- 
mediate country from which goods have 
been received rather than the country in 
which they originated. The main object of 
the study is to show exporting countries 
where the commodities they exported have 
been used or consumed. Data covering 38 
commodities are presented for 123 import- 
ing countries. 


Community Live STOCK Auctions In NEw 
York SraTE: 1938, by W. M. Curtiss and 
E. H. Matzen: Ithaca, N. Y., New York 


State College of Agriculture, 1939. (Mim- 

eographed.) 

A detailed description of the organization 
and operation of the 35 auctions in New 
York State, most of them organized since 
1935. The survey will be of interest es- 
pecially to students of livestock marketing, 
since the auctions have become an im- 
portant channel for the sale of livestock. 
Students of the auction method of trading 
will also find some interesting material in the 
report. 


Buyer Guipance Pease! by Maxine En- 
low: Institute for Consumer Education, 
Stephens College, October, 1939. 

Offered in lithoprinted form in advance 
of general publication, this booklet provides 
materials for the use of adult study groups. 
It is divided into three parts, which discuss 
the consumer’s problems in comparing quali- 
ties, present sources of consumer information 
on guidance, and the kinds of guidance 
needed by consumers. An excellent bib- 
liography on consumer problems will be 
useful to many readers. Teachers will be 
interested also in the suggestions for one- 
day club programs on the subjects covered. 


Cuain Srores—Pro anp Con, by Helen 
Dallas: Public Affairs Pamphlets, No. 
40, New York, Public Affairs Committee, 
1940, 30 pp. 

This pamphlet also was written under the 
auspices of the Institute for Consumer Edu- 
cation, Stephens College. It sums up for the 
lay reader the familiar argument for and 
against chain stores as servants of the public. 
While it contains no materials which will be 
new to specialists, it will be useful as a read- 
ing in many courses and as a basis for group 
discussions. A useful short bibliography 1s 
appended. 


RuNnNiING COMMENTS ON OTHER 
PAMPHLET MATERIALS 
60 Years of Woolworth, a pamphlet pub- 
lished by the F. W. Woolworth Company, 
will be of interest as an example of intelligent 
publicity and for the items of information it 
offers about this company’s activities. Em- 
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phasis is placed throughout on the ways in 
which the chain organization serves local 
communities, since the booklet has evidently 
been prepared to help combat anti-chain leg- 
islation. The colored illustrations have an in- 
terest of their own as technical printing jobs. 
Copies of the booklet can be obtained in the 
individual stores of the chain. 

Jack M. Willem, director of research for 
the Stack-Goble Advertising Agency of Chi- 
cago, has made a study of the ways in which 
different kinds, sizes and locations of news 
pictures attract readers and has published 
the results under the title Reader Interest in 
News Pictures. He finds a marked discrep- 
ancy between reader interest and the use of 
pictures by newspapers. His booklet con- 
cludes with suggestions to photographers, 
editors and advertising men concerning the 
establishment of pictorial policies. Copies of 
the pamphlet may be obtained from the au- 
thor for $1.25. 


Marketing men who are interested in the 
growth and development of tire retreading 
and recapping will do well to look at thesurvey 
of the industry prepared by W. W. Leigh for 
the Tire Review, January, 1940. Professor 
Leigh concludes that tire renewing is not a 
depression industry but one which will con- 
tinue into good times, that sales of renewed 
truck tires are increasing more rapidly than 
sales of renewed passenger-car tires, and that 
retreading has become a business in its own 
right rather than a side line. 

Opposition to the proposed legislation pro- 
viding for the labeling of wool products is 
offered by the Domestic Distribution De- 
partment Committee of the Chamber of 
Commerce of the United States in a recently 
published pamphlet on Wool Products Label- 
ing Proposals. The committee recommends 
that the problems at issue be controlled 
through the trade-practice procedure of the 
Federal Trade Commission. 
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PRESIDENT’S LETTER 
To the Members of the American Marketing Asso- 
ciation: 

I deeply appreciate the honor of being elected by you 
to the presidency for the Silver Jubilee year of our 
association activities. While much has been accom- 
plished during this first generation of the study and 
practice of marketing principles, there remains much to 
be done. Tennyson, the great English poet, made his 
famous character, Ulysses, say: 

“Yet all experience is an arch 
Where thro’ gleams that untravelled world 
Whose margin fades forever and forever 
When I move.” 


This is a very apt description of our present position 
in marketing. In our association, performance of official 
duties should be forward looking, but success in this 
depends much upon the active support of every mem- 
ber. 

If you have a suggestion for the improvement of 
association activities, do not delay in offering it to me 
or to other officers and directors. Perhaps you have a 
research project or an article in which our program 
chairman and jouRNAL editors would be interested. 

We desire your active interest in obtaining new mem- 
bers. Junior Membership for university students will 
be established by the Membership Committee, and 
‘associates’ may attend local chapter meetings. The 
Placement Committee has interesting plans for serving 
members desiring positions. The Teaching Materials 
Committee is arranging to obtain useful publications 
from business and other sources. The committee on 
Professional Status will soon have some interesting 
plans to place before members of the Association. The 
committee on Significant Current Trends in Marketing 
will begin the accumulation of permanent records of 
major marketing changes. 

A list of the 1940 committees appears elsewhere in 
this issue of the JOURNAL, 

You are especially invited to attend the May and 
December meetings to be held in New York and 
Chicago respectively. Very interesting programs are 
being prepared for both of these meetings. 

Let us unite our efforts in making this, truly, a 
Jubilee Year for our association. 

Donan R. G. Cowan 
President 


The annual spring convention of the 
American Marketing Association will be held 
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this year in New York on May 10 and 11 
Friday afternoon and Saturday morning. 

The place will be the Hotel Commodore. 

The Program Committee, under the direc- 
tion of Vice President Victor H. Pelz is still 
busily engaged in lining up speakers who 
will have contributions to offer that will 
justify a trip to New York to hear. 

Beginning at Friday noon and carrying 
through Friday afternoon, the subject will 
be The Consumer Education Movement 
What Should Be Done About It? What Is 
Being Done About It? 

Participating on behalf of the consumer 
will be a jury of women representing various 
women’s organizations. This committee is 
now being assembled by member Francis H. 
McGeehee whose work with consumer 
panels is nationally famous. Mr. McGeehee’s 
acceptance of this assignment eliminates any 
possibility that the panel might be selected 
for advance knowledge of its leanings in the 
consumer movement, as Mr. McGeehee will 
make sure that these are women vouched 
for as impartial by leading women’s or- 
ganizations. 

Participating in the program will be 
Dexter Masters, publication director of The 
Consumers Union of the United States; 
Kenneth Dameron, representing the Ameri- 
can Association of Advertising Agencies; 
E. Freedman, Director of Macy’s Bureau of 
Standards; and Harold Brightman, Vice 
President of L. Bamberger & Company, 
Newark, New Jersey department store. 

Each of these speakers will have an allot- 
ment of 20 minutes’ time, after which at 
least an hour will be devoted to discussion 
from the floor, with whatever extra time 
may be available given to the floor discussion 
rather than to the speakers. 

At the noon luncheon the Consumer Jury 
of women will sample various commodities, 
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afterward giving their vote—especially 
along the lines of comparing advertised and 
non-advertised products in blind test. 

The dinner meeting will feature two 
speakers discussing the problem of How Big 
Should Business Be? Primarily from the 
standpoint of what is good for the public 
interest. These speakers have not yet been 
announced. 

The Saturday morning meeting is planned 
in two parts, with separate sessions. One 
session, under the Chairmanship of Paul T. 
Cherington, will be devoted to questions 
that are of mutual interest both to teachers 
of marketing subjects and to business 
firms. Some of these questions are: 

1. To what extent can business and 

colleges cooperate satisfactorily on 
market research problems and prcj- 


ects? 

2. What kind of training in marketing 
should be given students to make them 
of the most value to _ prospective 
employers? To what extent are they 
getting such training today? 

3. Is there any such thing as professional 


training in marketing? Should there be? 


The other Saturday morning session 
under the leadership of member Burt Ebert 
of Scott Paper Company, will be devoted to 
Industrial Marketing—a subject in which 
the Philadelphia C!.apter, in particular, has 
been making substantial progress. 


1940 COMMITTEES 


The following committees and committee 
chairman have been appointed by President 
Donald R. G. Cowan: 

Executive Committee: Donald R. G. Co- 
wan, Swift & Co., Chicago, Illinois; Na- 
thanael H. Engle, 3850 Commerce Building, 
Washington, D. C.; Albert Haring, Indiana 
University, Bloomington, Indiana. 

Nominating Committee: Nathanael H. 
Engle, 3850 Commerce Building, Wash- 
ington, D. C. 

Local Chapters: Frank R. Coutant, Pedlar 
& Ryan, Inc., 250 Park Avenue, N. Y. City 
Chairman of Local Chapters and others. 

Program Committee: Donald R. G. Cowan, 


Swift & Co., Chicago, Illinois; Lyndon O. 
Brown, Lord & Thomas, Chicago, Illinois 
(in charge of Chicago program, December 
26-29); Victor H. Pelz, General Foods Sales 
Company, Postum Building, New York 
City (in charge of New York program, 
May Io, 11). 

Audit Committee: Joe Martin, Henri, 
Hurst & McDonald, Inc., 520 N. Michigan, 
Chicago, Illinois; Leon A. Bosch, North- 
western University, Evanston, Illinois. 

Professional Status: Ferdinand C. 
Wheeler, too Hudson Street, New York 
City; Paul T. Cherington, McKinsey & Co., 
2 Wall St., New York City; Hugh E. Agnew, 
New York University, Washington Square, 
N. Y. City. 

Membership Committee: Arthur B. Gun- 
narson, U. S. Chamber of Commerce, 
Washington, D. C.; Membership Chairmen 
of Local Chapters and others. 

Teaching Materials: D. M. Phelps, Uni- 
versity of Michigan, Ann Arbor, Michigan; 
Local Chapter representatives and others. 

Definitions Committee: R. S. Alexander, 
Columbia University, New York City. 

Publications: Roland S. Vaile, University 
of Minnesota, Minneapolis, Minn.; Ewald 
T. Grether, University of Calif., Berkeley, 
Calif.; Robert N. King, B. B. D. & O., 
383 Madison Avenue, New York City. 

Placement Committee: Albert Haring, 
Chairman, Indiana University, Blooming- 
ton, Ind.; John F. Mee, Secretary, Indiana 
University, Bloomington, Ind. 

Local Arrangements (for December meet- 
ing): Carl Sundberg, Branham Company, 
360 N. Michigan, Chicago, III. 

Significant Current Trends in Marketing: 
Fred E. Clark, chairman. 

Representatives for Wholesaling, Retail- 
ing, Agriculture, Sales Management, Ad- 
vertising, Market Research. (Where only 
one name is mentioned, that member will 
be chairman of the committee and the other 
members announced later.) 


Marketing Research and the Fournal 
of Marketing 
The ‘‘Marketing Research in Progress” 
section of the yourNAL has had to be limited 
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so that it includes primarily notes on proj- 
ects and programs in progress. Completed 
and published research will be reviewed or 
listed in the ‘““Review of Books”’ section of 
the yourNAL. The book review editor is Dr. 
Clyde W. Phelps, University of Chatta- 
nooga, Chattanooga, Tennessee. Completed 
research for which a review or listing is 
desired should be sent to Dr. Phelps. In- 
formation about research in progress which 
has not yet reached published form should 
be sent to J. Harold Stehman, Division of 
Business Review, Bureau of Foreign and 
Domestic Commerce, Washington, D. C. 
Information for the section on “Marketing 
Research in Progress” must arrive previous 
to November 25 for the January issue, 
previous to February 25 for the April issue, 
previous to May 25 for the July issue, and 
previous to August 25 for the October issue. 
These sections of the jourNAL can be of 
maximum value only if complete material is 
received promptly. 


CHAIN STORE BIBLIOGRAPHY 
AVAILABLE ON REQUEST 


The Institute of Distribution, Inc., Na- 
tional association serving non-grocery chain 
stores of various types, has prepared a 
Chain Store Bibliography wherein over 500 
carefully selected books, pamphlets, book- 
lets, leaflets, magazine articles, and other 
data on the chain store subject are classified 
and listed. Through arrangements made 
with the Institute by the American Market- 
ing Association, a copy of the bibliography 
will be sent, without charge, by the Institute 
to any member of the Association who may 
request it. The bibliography is up-to-date 
as of January 2, 1940. The address of the 
Institute is 570 Seventh Avenue, New 
York City. 


NEW MEMBERS 


The following new members have been 
welcomed to our group since January 1, 
1940: Dillard E. Bird of the University of 
Pennsylvania, Philadelphia; Henry R. E. 
Black of the Owens-Corning Fiberglas 


Corp., Toledo, Ohio; Sidney R. Bloomfield, 
Northeastern University, Boston, Mass.; 
Miss Doris Drucker of the Research Bureau 
of America, New York City; George J. 
Eberhart of Ohio State University, Colum- 
bus; George R. Fennell of Northeastern 
University, Boston, Mass.; R. B. Franken 
of Bronx, New York; Gerald J. Gaughan 
of the United Autographic Register Co., 
Chicago,; James H. Genung of the National 
Marketing Service Co., Philadelphia; Don- 
ald C. Gilchrist of the Donald C. Gilchrist 
Co., Philadelphia; Miss Alice C. Gordon of 
the McCall Corporation, New York City; 
William W. Grant of Westinghouse Elec. & 
Mfg. Co., Mansfield, Ohio; John Halpin of 
Media Records, New York City; Richard 
L. Kozelka of the University of Minnesota, 
Minneapolis; Charles E. Lee of Virginia 
Junior College, Virginia, Minnesota; C. 
Graham McGuire of the Hubbard Milling 
Company, Mankato, Minn.; R. H. Merhoff 
of Armour and Company, Chicago; John P. 
Nichols of the Institute of Distribution, 
Inc., New York City; Halsey E. Ramsen 
of Miami University at Oxford, Ohio; 
Arthur F. Schalk, Jr. of Columbus, Ohio; 
George G. Shor of The American Weekly, 
New York City; Horace Schwerin of the 
Austin-Spector Co., New York City; Rich- 
ard F. Spears, Economy Grocery Stores 
Corp. at Boston, Mass.; Louis William 
Struve of the University of Delaware, 
Newark, Delaware; Leonard Tarcher of 
J. D. Tarcher & Co., New York City; 
H. A. Thompson of Arthur Kudner, Inc., 
New York City; Ross Myron Trump of 
Tulane University, New Orleans, Louisi- 
ana; F. C. Weber of the D’Arcy Adver- 
tising Company, St. Louis, Mo.; Marvin C. 
Yates of the Metropolitan Life Insurance 
Co., New York City; Lowell C. Yoder of 
Baldwin Wallace College, Berea, Ohio. 


CHANGES OF ADDRESS 


If you have not received your JOURNAL 
OF MARKETING or other material promptly, 
please send your correct address to the Sec- 
retary at the School of Business, Indiana 
University, Bloomington, Indiana. 








